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RECIRC. GAS 
FROM FANS 


Detroit Edison Company’s pioneering of more 
cient power generation with better boilers, lar 
turbines and technical improvements of many ki 
takes another step forward with the selection ¢ 
Cyclone Furnace-fired B&W Radiant Reheat Bo 
for St. Clair Station. 

The new generating unit will provide guarant 
capability of 325,000 kw, and the boiler will deli 
2,100,000 Ib of steam per hr at 2450 psi and 105 
at the superheater outlet. Reheat temperatur¢ 
1000 F. 


ELIMINATION OF HEAVY FLY-ASH 

DISCHARGE WITH CYCLONE FURNAG 
Cyclone Furnace Boilers offer many acvanta 
One important feature is the elimination of he 
fly-ash discharge from the stack. Most of the 
from the burning coal is melted into easy-to-hat 
slag right in the Cyclone Furnace. This ash 0 
gets into the gas stream, with the result that ¢ 
loading is reduced to very small amounts. 
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he Cyclone Furnace, offers many other benefits. 
hough simplification of the entire process of coal 
tparation, combustion, ash segregation, and ash 
dling, it makes possible economies in inital cost, 
eratine labor and fuel consumption. Maintenance 
sts are cut because so much maintenance-causing 
chinery is eliminated. These are some of the 

sons why fifty-six boilers of all sizes are now in 
ration or on order with a total of over 130 
clone iurnaces. 


EAN STEAM WITH CYCLONE SEPARATORS 
# quate circulation of water throughout the boiler 
ven ac the high design pressure of 2700 psi for 
St. Clair unit—is assured with safety by B&W’s 
Icient Cyclone Steam Separators. Located inside 
‘drum, these simple, stationary devices require 
power, need no maintenance, do not take up 
ilding oom. In conjunction with Steam Scrubbers, 
t Cyclone Separators make it possible to send 
ram of highest purity to the turbine, contributing 


St. Clair Station of Detroit Edison Company. Four B&W units are presently 
in operation, and a fifth unit—Cyclone Furnace-fired—is now on order. 


to greater turbine efficiency and decreasing the 
amount of turbine cleaning required. 


* * * 


These and many other modern advances in com- 
bustion and high-pressure, high-temperature steam 
generation are available to you. We will be glad to 
discuss them with you in connection with your future 
plans. The Babcock & Wilcox Company, Boiler 
Division, 161 East 42nd Street, New York 17, N. Y. 


BABCOCK 


DIVISION 





oo to take a broad objective and 
nonpartisan view of the recent na- 
tional conventions, an observer attempt- 
ing to be “disinterested” can find plenty 
of points and counterpoints to indicate 
that the same pressures and influences are 
operating on both parties over the long 
run. The short-term view is that these in- 
fluences do not always operate the same 
way on both parties at the same time. And 
so we have temporary cycles of ascend- 
ancy of this principle and that principle 
varving in the experience of the two 
parties. 


But a perspective of several decades 
clearly indicates that the Republicans 
originally strong for central federal con- 
trols, and the Democrats originally strong 
for states’ rights, have reversed their rela- 
tive positions although there is still a con- 
siderable amount of ambivalence to be 
seen in the 1956 platforms of both. 


A FEW years ago Democrats were able 
to poke fun at the way the Grand Old 
Party seemed to be receding from its 
earlier high tariff protectionist position 
and embracing the late Secretary of State 
Cordell Hull’s reciprocal trade ideas. Now 
the GOP orators can take their turns 
pointing to the sudden blossoming of high 


FRANK T. BOW 


TILFORD A. JONES 


tariff protection in the Chicago platform 
of the Democrats. What has happened 
here, obviously, is that the South, which 
used to raise cotton, now processes it into 
textiles as well, and is beginning to take a 
different view on protection of markets 
for its new industries. . 


CiviL rights, of course, is the most con- 
troversial bone of contention for the Dem- 
ocrats, with their built-in conflicts between 
north and south wings. Yet the Republi- 
cans are not free of such dissension by any 
means. The need to build their party in 
the southern states and to elect Senators 
in the border states caused quite a bit of 
soul searching in San Francisco. 


B: it is on natural resources policy, of 
special concern to many public utility 
interests, that the end product of the two 
major platforms this year is in direct 
conflict. Living up to advance billing about 
the so-called “give-away” issue, the Dem- 
ocratic references were specific about such 
items as Dixon-Yates and Hell’s Canyon. 
The Republican platform made reference 
to the continuation of President Eisen- 
hower’s “partnership” program for hydro- 
electric projects. 


Tuis probably means that the so-called 
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SERVICE 
FOR . 
UTILITIES \. 


THE FINANCING CALENDAR 


A comprehensive schedule of forthcoming security 
offerings, furnished regularly to utility companies 
to help prevent financing “log jams.” 

Better spacing of new offerings can mean higher 
prices to the issuers. 

This service, available to the entire utility 
industry, has become feasible through the constant 
co-operation of the individual utility companies 
in furnishing their financing schedules. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $126,000,000 Total Assets over $1,500,000,000 
Wiuuam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





PAGES WITH THE EDITORS (Continued) 


“give-away” issue will be actively dis- 
puted during the campaign. But, after all, 
political platforms, as the late Will Rog- 
ers once remarked, are something like 
streetcar platforms. They are made to get 
in on, but not necessarily to stand on. In 
any event, it will be the party candidates 
who interpret the platforms to suit the 
needs of their campaign requirements. 


THE opening article in this issue is an 
analysis of the so-called “give-away” is- 
sue. Because of his background as a mem- 
ber of the important House Appropria- 
tions Committee, REPRESENATIVE FRANK 
T. Bow (Republican, Ohio) has always 
followed public policy matters affecting 
public utilities with considerable interest. 
He has given this question his personal 
attention since he was a House committee 
aide before his own election to Congress. 
With a simplified approach he endeavors 
to tell us, as the title of his article would 
imply, just who is and who is not giving 
away what to whom. 


Born in Canton, Ohio, and educated at 
Canton and Ohio Northern University, 
REPRESENTATIVE Bow practiced law in 
Canton before serving as assistant attor- 
ney general of Ohio from 1929 to 1933. He 
practiced law in the area until World War 
II, when he served as a combat war corre- 
spondent in the Philippines. He came to 
Washington in 1947 as general counsel for 
a House subcommittee on expenditures 
and two vears later became legal adviser 
to U.S. Senator Andrew F. Schoeppel of 
Kansas. In 1952 he was elected to Con- 
gress as a Republican member from 
Ohio’s sixteenth district and re-elected in 


1954. 


\ wesincae A. Jones, whose article on 
compensating producers for their gas 
reserves begins on page 366, is a member 
of the legal department of the United Fuel 
Gas Company. He received his legal train- 
ing (LLB, LLM) at George Washington 
University and served as attorney for the 
Federal Power Commission from 1947 to 
1951. He became a rate attorney with the 
Charleston group companies of the Co- 
lumbia Gas System in 1953. 


8 


C. E. WRIGHT 


In his present employment he has been 
engaged primarily in the trial of rate cases 
before the FPC, and the public service 
commissions of West Virginia and Ken- 
tucky. He has also appeared before the 
Virginia State Corporation Commission 
and the Ohio Public Utilities Commission. 


Wes the Clark Hill dam in Georgia 
neared completion, the question of 
sharing the output among the Georgia 
Power Company, the REA co-operatives, 
and other so-called “preference custom- 
ers” became an exceedingly hard adminis- 
trative nut to crack. The problem of get- 
ting these parties together on a mutually 
agreeable arrangement is one with which 
the Interior Department has struggled 
through a number of drafts and revisions 
of proposed contracts. An agreement was 
finally reached last spring in which the 
power company made a number of con- 
cessions for the sake of peace in the area. 
C. E. Wricut, former industrial maga- 
zine editor now residing in Jacksonville, 
Florida, has written (beginning on page 
373) an on-the-scenes report of how the 
agreement finally turned out and what it 
means to the various parties concerned. 


THE next number of this magazine will 
be out September 27th. 


Ao Odili. 
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ey’re building PROF IT-POWER into this electronic brain 


uivac File-Computer will open up a vast 


pw world of profits because it will... 


@ whip through your routine accounting chores in a fraction of 
the time, for a fraction of the cost. 


keep full, up-to-the-moment records on large volumes of fast- 
moving items or accounts. 


prov.de fast, accurate answers to your vital profit & loss 
questions — guide management action. 


furnish you with large-scale surveys and reports impossible 
with conventional methods. 


y not jt us show you how the PROFIT-POWER of Univac 
eComp.ter can help you reduce costs . . . seize oppor- 
ities... lease customers. Call your local branch or write 
free {-ider: “A Big New Step Toward the Automatic 
hice,” tociay, Room 1956, 315 Fourth Ave., New York 10. 


DIVISION OF SPERRY RAND CORPORATION 


Coming IN THE NEXT ISSUE 


(September 27, 1956, issue) 


* 


FIXING GOVERNMENT POWER RATES IN THE SOUTHWEST 


The recent veto of the Kerr Bill (S 3338) prevented the freezing of rates charged 
power co-ops and municipalities for power and energy marketed by the Southwestern 
Power Administration, an Interior Department subagency. The veto message signed 
by President Eisenhower noted that the only purpose which the legislation would ac- 
complish would have been to prevent the Secretary of Interior from establishing rate 
schedules which will bring sufficient return to amortize the federal investment in power 
installations. Robb M. Winsborough, of Middle West Service Company, considers 
this veto, in his forthcoming feature article, to be at least a temporary defeat for those 
who would socialize the electric light and power industry. 


A SIMPLE SOLUTION FOR THE GAS PRODUCER PROBLEM 


The original threat of federal regulation in the natural gas production field brought 
some concern to oil producers lest the regulation of gas herald federal regulation 
of oil as well. Early talk speculated upon oil-gas production divorce and other possible 
corrective measures. Several unsuccessful attempts at remedial legislation and two 
presidential vetoes later, producers of natural gas and oil are still looking for a simple 
solution to their problems. Wrapped up within the knotty problem of federal regula- 
tion are corollary matters of competition and pricing. Arthur K. Lee, chairman of 
the board of United Cities Utilities Company of Chicago, offers some thought-provok- 
ing suggestions. The author knows the gas industry from wellhead to burner-tip, and 
in addition to being a (Wyoming) gas production pioneer, has had experience as 
businessman, banker, and state senator. 


INTERCOMPANY CO-ORDINATION OF NEW SYSTEM CAPACITY 


Here is an interesting account of the manner in which neighboring power utility com- 
panies can plan and co-ordinate their system capacity to meet future demands in the 
interest of good service, economy, and efficiency. Thomas E. J. Keena, of the editorial 
staff of the Hartford Courant, has set down an unusual account of the so-called Con- 
necticut capacity co-ordination plan. Under this plan new steam-generating capacity 
installed by any of the four participating organizations will be divided among the 
four companies according to their needs; energy produced and actual annual costs 
are shared in the same ratio. 


APPENDIX—AMERICAN BAR ASSOCIATION 


Important addresses on legal, economic, financial, and other problems, delivered be- 
fore the Public Utility Law Section of the American Bar Association at Dallas, Texas, 
August 26-29, 1956. 


* 


Als O .... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Inv AS a slow process to turnout thecoarsely other methods as obsolete as the antique pic- 
ground coffee this ancient “machine” pro- tured above. You get analyses in days in- 
duce, and the resulting brew was often stead of weeks, absolute accuracy can be 


high'y variable in quality. ‘ ae eed aikith 
It's an even tougher grind to turn out ac- quarenines, actatse SP 


: k is done in our office. 
curaie rate bill analyses and get them when WOK 18 @ : 
need, even when you employ skilled hands Investigate the “One Step” Method today 
and modern office machines. The “One Step” by asking for Booklet “FBA”. It’s free and 
Metiod of rate bill analyses has made all __ there is no obligation, of course. 


cording & Statistical Corporation C= 


0 Sixthh Avenue ° New York 13, N. Y. to better figures” 





CCaakde Enecke 


“There never was in the world two opinions alike.” 


WALTER LIPPMAN 
Author. 


Haro_pD POWERS 
Lieutenant Governor 
of California. 


M. S. RUKEYSER 
Columnist. 


DwiGcHt D. EISENHOWER 


President of the United States. 


Rospert M. FEEMSTER 
Chairman of the board, The 
Wall Street Journal. 


Harry F. Byrp 
U7. S. Senator from 
Virginia. 


KinsEY RoBINSON 
President, Washington Water 
Power Company. 
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“The public interest may be presumed to be what men 
would choose if they saw clearly, thought rationally, 
acted disinterested and benevolently.” 


¥ 


“.. today our government is in the banking business, 
in competition with private capital, is in the electric 
business and proposes to extend these activities.” 


* 


‘Economic survival depends on capacity forever to 
fight obsolescence—obsolescence of physical facilities, 
ideas, and methods. The road to failure lies in merely 
looking backwards to determine what was appealing in 
a different historic setting and a more primitive 
environment.” 


¥ 


“No section or group in America can permanently 
prosper unless all groups and sections so prosper. More 
jobs and better jobs, a flourishing agriculture, happier 


living for every family, peace and plenty for all people 
—these call for a strong, growing, private enterprise 
economy in which there are ever-increasing opportuni- 
ties.” 
a 

“There are alarming indications . . . that the faith 
and the hope of the masses of customers are tied up in 
one man or the narrow margin in the money rate. They 
are influenced by every piece of news and very domi- 
nantly by the whole field of advertising. Advertising is 
one of the things responsible for our prosperity—and 
it must be responsible to it.” 


¥ 


“Cheapened money is inflation. Inflation is dangerous. 
It robs the wage earners, persons of fixed income, 
pensioners, and creditors. Public debt is not like private 
debt. If private debt is not paid off it can be ended by 
liquidation, but if public debt is not paid off with taxes, 
liquidation takes the form of disastrous inflation or 
national repudiation. Either is destructive of our form 
of government.” 


“The American people basically are firm believers 
in our system and philosophy of private enterprise and, 
in spite of the small but extremely vocal group of radical 
politicians and others, the voters will support free enter- 
prise if presented with all of the facts involved and 
given an opportunity to express themselves 
porters of private enterprise should take a firm stand 
in the principles of American liberty, rather than avoid 
these important issues that may some day destroy us.” 
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A 7,000,000 


Success Stor 


Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 
500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 








HP 


Interior view of spiral casing at Norris Dam 
rated output in excess of 7,000,000 horsepower. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


An illustrated copy of our booklet entitled, 
“WATER POWER EQUIPMENT,” will be sent 
to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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GENERAL CONSULTATION 


ENGINEERING—CONSULTING AND DESIGN 


COMMONWEALTH 


300 PARK AVE., NEW YORK 22, N. Y. 
JACKSON, MICHIGAN 


WASHINGTON, D. C. 
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~ FOR 


? 


EXECUTIVE 
DECISIONS.... 


Whether in general operations, financing, engineering 
other matters of business, the consulting and advisory se 
ices of Commonwealth can be of material assistance. 


Informed executives and boards of directors rely on co 
petent investigation and analysis as the basis of reports a 
studies leading to decision. In a day of involved regulate 
rules and requirements, coupled with rapid changes in bu 
ness conditions, the services of experienced consultants 
special fields can be of great value. 


Commonwealth's organization is prepared to assist you 


such matters. 


Send for our booklet... 


It may point out sources of help for y 


SERVICES INC. 


HOUSTON, TEXAS 





COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 





Westinghouse 
BEAUTY TONE BULBS 


Give 46% Million Families Fine 
Reason To Buy Extra Lighting 


Entirely new concept in decorative “see-ability” will 


renew interest in lamp business, increase electric use. 


Watch Westinghouse—and the most dramatic house lighting development in 30 years. Beau- 
ty Tone tinted bulbs offer consumers new, exciting ways to use lighting in the home... create 
new moods, make rooms look warmer or cooler, larger or cozier, make them reflect personali- 


ties. 


Beauty Tone Pink, Aqua and Candlelight tinted bulbs are available in all popular residential 
sizes. By using them in combination with fabrics and wall colors—or by simply changing from 
one tint to another—endless effects are possible. The housewife may change the room mood 
to suit the occasion. 


Distribution of light is uniform. The coating cannot scratch off—it is electrostatically placed 
inside the bulb. This new process reduces glare, eliminates the hot spot of the conventional 
inside frosted incandescent bulb. Beauty Tone lamps may be used for reading, as well as for 
decorative effects. There is a minimum of light loss. 


Handy 2-lamp and 4-lamp packs make it easy for the dealer to increase the unit of sale, 
induce buyers to make multiple purchases. Dealers are being encouraged to promote a 
“year’s supply of lamps.” 


Westinghouse Beauty Tone lamps will find wide use in hotels, restaurants, hospitals, churches, 
stores, night clubs and beauty parlors, as well as in homes. It’s a new way to use lighting as 
part of decor. And the greater use of lighting means a greater use of electricity. 


WATCH WESTINGHOUSE— 
WHERE BIG THINGS ARE HAPPENING FOR THE UTILITY BUSINESS! 


Westinghouse Electric Corporation 
Pittsburgh, Pennsylvania 
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“unire ririon, _ PROCEEDINGS 
seem 1955 CONVENTION 


AT ASHEVILLE, N. C. 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit Problem, Regulation and Rates of 
Public Utilities, all addresses and committee reports presented at the Convention. 
Also full text of Panel Discussions on "Nuclear Energy", "Is Federal Price Regulation 
of Independent Natural Gas Producers in the Public Interest" and “Urban Bus Mass 
Transportation Problem". 


Price $10.00 








; OTHER PUBLICATIONS OF THE ASSOCIATION 
Local Service Telephone Rates 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates’ for 
all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, rates of borrowers from R.E.A., and tabulation of above exchanges which 
had ten cent coin telephone rate in effect June 30, 1954. 128 pages for use in loose leaf binder 
and 48 revision pages as of December 1955 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC Joint Toll 
Rate Committee. Special price 


Telephone Separations Manual 
Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis of 
the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

(1946) Methods of Pricing Retirements from Group Property Accounts 

(1948) Letter Symbols for Mathematics of Depreciation 

(1948) Half Cycle Methods of Estimating Service Life 

(1950) Remaining Life Basis of Accounting for Depreciation 

(1955) Report of Committee on Depreciation (Discussion of Liberalized Depreciation 

under Internal Revenue Code of 1954) 


Interpretations of Uniform System of Accounts for Electric Utilities 
Cases Nos. 45 to 119 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Gas Utilities 
Cases Nos. 1 to 80 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Water Utilities 
Cases Nos. 1 to 65 (1938 to 1955) 


(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 




















a 


PUBLIC UTILITIES FORTNIGHTLY—SEPTEMBER /3 






























































—_ 
LOAD STUDY 


CONSIDER Saat i ian 
D; . Ee | 
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WHATEVER THE SOURCE 


PLANNING 


Serving power plant needs of 
industries and Utilities for 54 years 
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Columbia Gas System 


delivers a modern miracle 
24 Hours-A-Day! \ 
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FOR INSTANT 
HOT WATER 


Wright 
vill cut 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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SK “QUALITY CONTROLLED” VALVES 
OFFER APPLICATION ASSURANCE 


Be sure of your valves for high pressure service. 
Check with SK when valve needs arise. 


Manufacturers of the first high pressure valves 
(250 lbs.) made in this country . . . inventors of 
scores of valve innovations in general use today 
... Schutte and Koerting Company’s engineering 
experience and manufacturing and test facilities 
(see panel) are of a calibre well worth 
your consideration. 


We offer you qualified-by-experience valve 
engineering advice . . . valve products which cover 
many sizes and types from standard valves 
to specially engineered, very complex models. 


To get better acquainted, we would like to 
send you a copy of our Condensed Bulletin V-1 
on more standard valves. Please write— 
let us know where to send it. 


A SNM 


SK TEST FACILITIES FOR QUALITY CONTROL 


Schutlé and Koerting 


COMPANY 


MANUFACTURING ENGINEERS 


2249 STATE ROAD, CORNWELLS HEIGHTS, BUCKS COUNTY, PA. 


Radiographic: % million volt X-ray. Steam: Temperatures to 1200° F. 
800 Milli-Curie Power Isotope Co- Pressures to 2000 psi. 
balt 60 Pill. Pneumatic, Temperature Shock, 
Hydrostatic: Almost unlimited pres- Magnaflux (Magnetic Particle Inspec- 
sures (currently 25,000 Ibs.). tion), and others. 


(ROOST 


Jet Apparatus: | Rotameters & Flow | Valves: Ask for | Heat Transfer | Gear Pumps: Ask 


| 
a - asaiee 
Ask for Condensed | Indicators: Ask | Condensed Bulle- Apparatus: Ask | for Bulletin 17-A. 
deter 
| 


Bulletin J-1. for Condensed |: tin V-1. | for Condensed 


Bulletin 18-RA. Bulletin HT-1. 
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: SAFE as a handsaw 
the new, improved 
WRIGHT 0"? SAW 


Belongs on every Disaster Wagon and Emergency Truck 





Does everything a power saw, handsaw and axe can do...and 
more! It’s the only saw that can be operated with complete safety 
by “part-time” or emergency-recruited help. Cuts through tangled 
messes quickly, easily—blades can be changed in seconds, on the 
spot, in case of accidental dulling by wires, metal, rocks, con- 
crete, etc. Fast and easy starting in any weather. Lightweight and 
vibrationless. Exclusive shielded safety blade can’t kick or grab. 
For land clearing, too. Indispensable to pole-erecting crews. Cuts 
through underbrush, trims obstructing trees and branches, trims 
poles on irregular ground, precision-cuts cross arms. The only 
power saw that’s completely safe for use up in trees or poles. 


WRIGHT POWER SAW AND TOOL CORPORATION 
SUBSIDIARY OF THOMAS INDUSTRIES INC. 

Wright cv pee : Executive Offices: 410 S. Third St., Louisville 2, Ky. 
ng ty os Saw through fallen tree—it's the only saw that Plants at Ft. Atkinson and Sheboygan, Wis.; Hopkinsville, Ky.; Los Angeles, Cal. 
will cut several tangled branches at once without “grabbing”! 
SEND THIS COUPON FOR FREE FOLDER 
WRIGHT POWER SAW & TOOL CORP., Dept. 27-1 
Subsidiary of THOMAS INDUSTRIES INC., 410 S. 3rd Street, Louisville 2, Ky. 
Please send me the Free folder on the Wright Power Saw and 
where | can buy it in my area. 
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MOTOROLA COMMUNICATIONS & ELECTRONICS, INC. 


4501 AUGUSTA BOULEVARD © CHICAGO 51, ILLINOIS 


EXTRA MILES... 





RADIO POWER 


% 100 WATT POWER OUTPUT x MAXIMUM RANGE 


XY EXTENDED COVERAGE 


Motorola ‘“‘TWIN-V” radiophone—with highest 
power, to push the range of your VHF radio sys- 
tem to its maximum—to optimize mobile-to-base 
and mobile-to-mobile communications in the far- 
thest fringe areas. 

Here peak receiver sensitivity combines with 
highest transmitter output to assure dependable 


Ww TOP RECEIVER SENSITIVITY 


reception of all communications. Advanced de- 
sign provides full 100 watt rated output. Yet the 
economical battery drain is comparable to con- 
ventional 60 watt equipment—plus full 6/12 
volt interchangeable operation, without chang- 
es or modifications, for obsolescence protection 
in mixed fleets. 


The 25-54 mc. 100 watt mobile radio equipment includes all the 
forward-looking engineering of the ‘““‘TWIN-V” radiophone line: 


®@ Conservative long-life design 


@ Reserve performance 


@ Minimum maintenance requirements @ ‘‘On-channel” stability 


@ Crisp, clear voice reproduction 


® Rugged construction 


e Dependability through the years 


These and many other features have made “TWIN-V" 
radiophone the choice of most mobile radio users— 
teatures which become more strikingly evident as 
experience continues to prove their merits. 
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MOTOROLA 


2-WAY RADIO 


A SUBSIDIARY OF MOTOROLA, INC. 


AA 


And Motorola is your complete supplier—with the prop- 
er equipment for every radio system, plus parts, main- 
tenance, financing, service and engineering available 
for every application. Write, phone or wire—TODAY! 


eo 





Motorola consistently supplies more mobile and portable 
radio than all others combined. 

Proof of acceptance, experience and quality. 

The only COMPLETE radio communications service— 
specialized engineering... product... custome? 
service... parts... installation... 
maintenance... finance... lease. 

The best costs you less—specify Motorola.” 
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Thursday—13 


Pacific Coast Gas Associa- 
3-day annual 
mecting, Coronado, Cal. 


tion ends 


Friday—14 


Maryland Utilities Associa- 
tion begins fall conference, 
Virginia Beach, Va. 


Saturday—15 


Public Utilities Association 

of the Virginias ends 2-day 

annual meeting, White Sul- 
phur Springs, W. Va. 


Sunday—16 


American Society for Test- 

ing Materials begins Pacific 

area national meeting, Los 
Angeles, Cal. 








Monday—17 


Illuminating Engineering 
Society begins national tech- 
nical conference, Boston, 


Mass. 


Tuesday—18 


American Gas Association 
begins accident prevention 
conference, Denver, Colo. 


Wednesday—19 


American Transit Associa- 
tion ends 3-day annual 
meeting, St. Louis, Mo. 


Thursday—20 
Missouri Valley Electric 
Association begins account- 
ing conference, Wichita, 


Kan. 





Friday—21 


Society — of 
America ends 5-day annual 
instrument automation con- 
ference and exhibit, New 


rk, N.Y. 


Instrument 


Saturday—22 


Controllers Institute of 

America will hold meeting, 

New York, N. Y. Sept. 30- 
Oct. 3. Advance notice. 


Sunday—23 


American Institute of Elec- 

trical Engineers will hold 

fall general meeting, Chi- 

cago, Ill. Oct. 1-5. Advance 
notice. 


Monday—24 


Atomic Industrial Forum, 
Inc., begins conference and 
trade fair, Chicago, IIl. 





Tuesday—25 
Pennsy!:inia Electric Asso- 
gins annual meet- 
ing, Pittsburgh, Pa. 


ciation 





Wednesday—26 


National Electrical Con- 

tractors Association begins 

annual convention and ex- 

position, San Francisco, 
Cal. 





Thursday—27 


North Caretina Independ- 
ent Telephone Association 
will hold annual convention, 
Pinehurst, N. C. Oct. 4, 5. 
Advance notice. 


g 





Friday—28 
American Water Works 
Association, Wisconsin Sec- 
tion, ends 3-day annual 
meeting, La Crosse, Wis. 




















Courtesy, Public Service Electric & Gas Company 


New Generating Unit on the Delaware 
A $31,500,000 addition to the Burlington (New Jersey) generating station. 
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Who’s Giving Away What 


To Whom? 


During the current political campaign we are hearing 

a good deal about the so-called “give-away” issue. But 

there is considerable confusion about what it means. 

This writer endeavors to tell us, as the title of his article 

would imply, just who is and who is not giving away 
what to whom 


By tHE HONORABLE FRANK T. BOW* 
U. S. REPRESENTATIVE FROM OHIO 


CS IVE-AWAY” charges resounded 
anew when the Senate debated 
the Hell’s Canyon dam proposal 

last July. In fact, it appears that the only 

purpose of such a debate was to provide 

a vehicle for attack on the administration 

by such men as Senator Wayne Morse of 

Oregon. Senator Morse has stated his in- 


“‘*For additional personal note, see “Pages with 
the Editors.” 


tention of making Hell’s Canyon his issue 
in the current campaign. Democratic 
Chairman Butler demanded the Senate 
take some action, in order to establish 
what he would consider a party record on 
resource development. The wheels moved 
to provide a favorable majority on the 
Senate Interior Committee. Previously 
the Senate committee, like its opposite 
number in the House, had been unable to 
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muster sufficient votes to report a Hell’s 
Canyon bill for debate. 

Federal power policy has been a princi- 
pal target of the “give-away” charge. Re- 
fusal to recommend federal construction 
of Hell’s Canyon dam has been called a 
“giveaway” of resources for the benefit 
of private utilities. Critics charge that it 
means higher profits for the companies 
and higher costs for consumers, thus de- 
nying the beneficial results of development 
to the “people.” 


HE very term “giveaway” is an 

adroit perversion, in meaning, of 
what happens when the federal govern- 
ment does, or undertakes to do, things, or 
perform services which could be just as 
well or better performed by others, includ- 
ing private business, at no expense to the 
taxpayer. When the federal government 
goes into business in competition with its 
own citizens or otherwise hands out un- 
necessary subsidies or benefits, we have a 
real giveaway—a giveaway of my tax 
money and yours for the benefit of some- 
body else, some special group or interest 
or area which yells the loudest. 

The average American has had a hard 
time, amid so many political distractions, 
keeping in mind the fact that there is no 
such thing as money furnished by the 
state. Behind the thinking of every advo- 
cate of pension, subsidy, or other forms of 
legislative largess is a fallacy. The fallacy 
is the assumption that the state is an im- 
personal treasury to be tapped for the 
benefit of worthy causes, not to mention 
everybody who has not a million dollars 
and some who have. 

We all know, or should know, that the 
disposition of all public money must be 
paid for by the highly personal citizen. 
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That goes for every dime taken from the 
public treasury and distributed to any- 
body who is not earning it, rich or poor. 

Here is the real giveaway. It all looks 
very simple. In assessing the cost of so- 
called federal benefits or services, a price 
has to be paid. It may and often does turn 
out to be a very high price. It could even 
be the ultimate loss of liberty. 


HE increasing disposition of the 

American public to forget these fun- 
damentals recently brought a sharp warn- 
ing from the president of the American 
Bar Association. In his address to the con- 
vention in Dallas on August 27th, E. 
Smythe Gambrell, the distinguished At- 
lanta lawyer, who retired at that meeting 
as head of the ABA, put it succinctly 
when he identified the basic principles of 
American life, the belief in which this 
country was founded and has prospered. 
He said: 


No national government should do 
what the states can do... No state 
should do what the local government 
can do. No government should do what 
a man can do for himself. 


If we subscribe to that, and enforce it 
by constantly policing every area of un- 
necessary aid from any unit of govern- 
ment, the United States as we have known 
it is safe from the danger of the give- 
away. On the contrary, if we continue to 
build up the structure of the welfare state, 
this nation will go the route to destruction 
of so many nations of the past that have 
fallen under the leadership of centralized 
power. So, that brings us back to the 
question which is posed in the title to this 
article: Who is giving away what to 
whom? 





WHO’S GIVING AWAY WHAT TO WHOM? 


“THE law on federal power development is broad enough to 
permit a multitude of sins, and the advocates of federal power 
have taken advantage of every opportunity it affords. The 
giveaway begins with the project authorization itself. Congress 
has never recognized power development as a sufficient reason 
for planning or building a project. Power development ts per- 
mitted only as a supplementary feature of projects which have 
a primary justification for flood control, navigation, or recla- 
mation. The first step of the giveaway ts to devise a legitimate 
excuse for building a power dam. In the case of Hungry 
Horse, a proposal to irrigate several thousand acres was includ- 
ed... . Hungry Horse ts located in one of the few areas of 
Montana where natural rainfall makes irrigation unnecessary.” 


3 


“Giveaway” is a clever and unscru- 
pulous slogan. It has caught on well, for it 
is easy to remember; it fits readily into 
headlines; it arouses emotions of greed 
while professing to serve the general wel- 
fare; it is general enough to cover a va- 
riety of situations; and it is very difficult 
to refute. The charge of a “giveaway” 
may be simply stated in emotional terms, 
while the explanation of what really has 
happened often requires a technical or 
legal discussion of some length. 


I HAVE yet to find an instance where the 

charge has been true. More often than 
not, the facts are exactly contrary. This is 
the case with Hell’s Canyon, where those 
who charge a giveaway are actually them- 
selves advocating that the tax dollars col- 
lected from all Americans be given to a 
favored group of Americans living in one 
or two states. 

Under current systems of cost alloca- 
tion and rate fixing, even as modified by 
the present administration, the entire fed- 
eral power program is a giveaway. In my 
Opinion it stands second only to foreign 
aid as the greatest giveaway of them all. 


First, your taxes and mine are used to 
subsidize electric power costs in especially 
favored areas. These include not only 
TVA and Bonneville, but the Missouri 
basin, the Southwestern Power Adminis- 
tration, the Southeastern Power Admin- 
istration, parts of California, and other 
isolated areas. 


Aa™ series of secondary giveaways 

follow naturally. Jobs and new in- 
dustrial development that might have been 
attracted to the coal fields of Ohio or 
Pennsylvania are given to the Tennessee 
area. 

Aluminum plants that would naturally 
find their way to Mississippi or Texas 
are given to Washington or Montana. 
Taxes that the federal, state, and lo- 
cal governments might expect to collect as 
the result of private development are sim- 
ply foregone, and the rest of us must 
therefore pay more. Even the bargaining 
rights of workers in the electrical utilities 
are given away. The International Broth- 
erhood of Electrical Workers and Utility 
Workers Union of America are fighting 
hard against the giveaway of their jobs 
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and the prospect of having their members 
become government employees. 

Truly this is a giveaway compounded, 
multiplied, and aggravated, yet it is the ad- 
vocates of federal power who now use the 
charge against the administration. 


HE law on federal power develop- 

ment is broad enough to permit a mul- 
titude of sins, and the advocates of fed- 
eral power have taken advantage of every 
opportunity it affords. The giveaway be- 
gins with the project authorization itself. 
Congress has never recognized power 
development as a sufficient reason for 
planning or building a project. Power 
development is permitted only as a sup- 
plementary feature of projects which have 
a primary justification for flood control, 
navigation, or reclamation. The first step 
of the giveaway is to devise a legitimate 
excuse for building a power dam. In the 
case of Hungry Horse, a proposal to irri- 
gate several thousand acres was included 
in the plan. The fact is that Hungry Horse 
is located in one of the few areas of Mon- 
tana where natural rainfall makes irriga- 
tion unnecessary. There was no real in- 
tention to irrigate land. The irrigation 
proposal was an effort to legitimize an il- 
legal project. The same procedures are 
used time and again. 


HE second give-away area lies in the 

cost allocations. There are many 
methods of allocating costs among the 
various benefits of a multipurpose project. 
None is established in the law. The Jones 
report of 1952 compared the cost alloca- 
tions of the Southwestern Power Admin- 
istration with those of the Corps of Engi- 
neers on SPA projects. SPA allocated to 
power about one-half the amount so allo- 
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cated by the Corps of Engineers. Using 
SPA figures, the annual power charges 
were thus reduced one-half. 

Manipulation of cost allocations in this 
manner increases the nonreimbursable 
costs charged to the general taxpayers, 
reduces the interest that might be returned 
from the power development, extends and 
reduces the repayment of original cost, 
and thus increases in many respects the 
giveaway of federal tax dollars to the fa- 
vored region. 


. om giveaway connected with cost 

is the use of a ficticiously low inter- 
est rate, usually 24 or 3 per cent. This is 
less than the cost of the money to the tax- 
payers. It is far less than the interest rate 
generally applied to the electric utility 
business. In some cases interest is not 
charged during the period of construction. 
Thus in this respect the taxpayers receive 
less return than the money costs them, 
less than what is generally considered a 
fair return, and no interest during the 
first few years the money is advanced. All 
of these factors add up to a further give- 
away to the consumers of the favored 
area. 

A final giveaway is found in the rate 
set for federal power. Section 5 of the 
Flood Control Act of 1944 provides that 
the rate should be set at the lowest level 
consistent with sound business principles. 
No one has defined sound business prin- 
ciples, and the methods used by the var- 
ious agencies seem to depart from the 
principles long established in the genera- 
tion and distribution of electric energy. 
It appears instead that a desirable, low 
rate is established, and justification de- 
signed to support it. The “postage stamp” 
rate in the Bonneville area is a good ex- 
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ample. The 53-mill rate in the Missouri 
basin is another. An earlier administra- 
tion planned to maintain this rate indefi- 
nitely even though the cost of power at 
proposed new installations, such as Yel- 
lowtail dam, would be much greater. 
Apparently cost is not a significant factor 
in this kind of rate making. 


Ww regard to Yellowtail dam, the 

present administration is adopting a 
more realistic attitude. It is now consider- 
ing a firm offer from the Montana Power 
Company for the operation of power fa- 
cilities at the dam. Though this partner- 
ship proposal offers an opportunity to re- 
cover the taxpayers’ investment in the 
project, it may be expected that the gov- 
ernment power advocates will again raise 
the give-away charge. 

The preference clause is a further com- 
plication in federal power policy. It is im- 
possible to operate a power distribution 
system on sound business principles if a 
favored group of consumers can exercise 
a priority to receive power at a subsidized 
rate, even though other potential consum- 
ers possibly much closer to the generators 
would bid a higher price. 

Other aspects of the government power 
giveaway include the loss of revenue to 
state and local governments whenever a 
power site is developed federally rather 
than by citizen enterprise. Carrying this 
thought further, federal power develop- 
ment gives away the opportunity for in- 
vestment and earnings by the stockholders 
of the electric utility business. 


| ‘HE heart of the give-away issue is 
the contest between citizen enterprise 
and centralized federal control. 


We may accept the oft-repeated state- 
ment that natural resources “belong” to 
all the people, but natural resources are 
of value only as they are developed and 
used, and it has never been American 
policy to depend upon the federal govern- 
ment to undertake complete responsibility 
for the development. Our mining laws en- 
courage prospecting and development of 
our minerals by offering the prospector a 
patent if he makes a discovery. Our na- 
tional forest law encourages lumbermen 
to harvest timber and provides both a 
reasonable profit for the enterpriser and 
a reasonable return to the federal Treas- 
ury. Oil leasing laws similarly encourage 
development by private capital, with a 
chance for profit and a royalty for the 
government. 

Examine any give-away charge and 
you will find that the objection is to this 
system of development. The attack is on 
the enterprise system generally, in favor 
of federal ownership and federal develop- 
ment of all resources. The principal fight 
now may be on federal development of 
all hydroelectric sites, but the logical ex- 
tension would result in federal develop- 
ment of all other resources. 

This would complete the giveaway, for 
when the day comes that all American 
resources are nationalized, the liberty and 
freedom of the American people will have 
been given away. 


IX so far as the present administration 
has tried to correct the trend of recent 
years, it has been giving back to the 
American people a large measure of op- 
portunity and self-government that was 
usurped by bureaucrats during twenty 
years of a “take-away” régime. 
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Compensating Producers 
For Gas Reserves 


Some interesting ideas on the question of whether the interests of 
gas consumers can be protected without fully compensating pro- 
ducers for their gas reserves. This article deals with one of the 
aspects of regulating the rates of the so-called independent pro- 
ducers, which FPC must come to grips with in the near future. 


By TILFORD A. JONES* 


HE Natural Gas Act* conferred ju- 

risdiction upon the Federal Power 

Commission to regulate the inter- 
state rates of natural gas companies in 
1938. At that time, the interstate pipeline 
companies produced a substantial portion 
of their gas requirements. Many such 
companies also owned enormous natural 
gas reserves which were held for future 
development. Under FPC regulation this 
has greatly changed. The old pipeline 


*Rate attorney, Charleston group companies, Co- 
lumbia Gas System. Charleston, West Virginia. For 
additional personal note, see “Pages with the 
Editors.” 


115 USC 717, 52 Stat 821. 


companies now produce a much smaller 
percentage of the gas required by their 
customers, and the new companies, which 
own some of the largest pipeline systems, 
produce no appreciable quantities of nat- 
ural gas. The commission has stated that 
this is the result of its regulatory policies, 
but contrary to the public interest.* 

The commission’s rate-making policy 
has only permitted the pipeline companies 
to earn a return on the depreciated origi- 
nal cost of their property and to recoup 
their operating expenses, including depre- 

2In the matters s. Panhandle Eastern Pipe Line 


Co. Opinion No. Docket Nos. G-1116 et al, 
issued TApril 15, ioe 3 PUR3d 396. 
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COMPENSATING PRODUCERS FOR GAS RESERVES 


ciation and taxes. It has allowed nothing 
for the gas as distinguished from the cost 
of producing and transporting it to mar- 
ket. In other words, company-produced 
natural gas has been treated as a worth- 
less commodity and its depletion has not 
been included even as a cost item in de- 
termining the cost of service. 


f fey natural gas industry has continued 
to grow despite such regulation, be- 
cause the pipeline companies have been 
able to purchase natural gas from non- 
regulated independent producers. The 
cost of such purchased gas always has 
been allowed as an operating expense, 
while the company’s own production in 
the same field has been priced at the cost 
of production—often a much lower fig- 
ure. The future availability of natural 
gas from independent producers is now 
in doubt, however, because the United 
States Supreme Court held in the Phillips 
Case® that they are also subject to the ju- 
risdiction of the Federal Power Commis- 
sion. 

Since the United States Supreme Court 
handed down its decision in the Phillips 
Case on June 7, 1954, the Federal Power 
Commission has been confronted by the 
perplexing problem of establishing some 
criteria for regulating the rates of inde- 
pendent producers of natural gas. The 
thousands of producers, who for the first 
time find themselves subject to regulation, 
are still at sea as to what proof will justify 
a rate increase or what elements will be 
considered by the commission in deter- 
mining “just and reasonable” rates. In 
addition to the many pending cases con- 
cerning increased rates filed by the inde- 


3Phillips Petroleum Co. v. Wisconsin (1954) 347 
US 672, 3 PUR3d 129, 98 L ed 1035, 74 S Ct 794. 
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pendent producers, proceedings have been 
initiated by the commission to determine 
whether existing rates of numerous such 
companies should be reduced. 


. ion statute itself fails to provide any 

standards for the regulation which 
the commission must administer under 
the Phillips decision. This situation is in 
itself unique, because statutes conferring 
regulatory jurisdiction without standards 
to guide commissions in their interstitial 
legislative process are usually held uncon- 
stitutional.* The legislative history of the 
act indicates that Congress intended nat- 
ural gas companies to be regulated 
“along recognized and more or less stand- 
ardized lines.’® It is therefore unlikely 
that a successful attack could have been 
made on the constitutionality of the act 
based on the theory that it did not provide 
a sufficient standard for regulating the 
natural gas companies engaged in trans- 
mission. 

There are, however, no “recognized” 
or “standardized” lines for regulating the 
rates of a company engaged in the pro- 
duction of a natural resource which is 
consumed by the ultimate ratepayer. The 
“recognized” standards of regulation re- 
late to utilities which provide a service 
only. A natural gas producer not only 
provides a service but also sells a com- 
modity which is consumed by the ultimate 
ratepayer. It is doubtful whether the act 
would have been upheld if its constitu- 
tionality had been first challenged in a 
case involving an independent producer. 
This problem was avoided, however, by 


4Schechter Poultry Corp. et al. v. United States 
(1935) 295 US 495, 79 L ed 1570: “Legislative 
Power versus Delegated Legislative Power,” by O. 
Douglas Weeks, 25 Georgeiown Law Journal 314 
(1937). 

5House Report 709, 75th Congress, Ist Session. 
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sixteen years of regulation of transmis- 
sion companies before the Phillips Case 
held that jurisdiction under the act ex- 
tended also to independent producers. 


. enetaineel to the Phillips decision the 

commission invited the oil and gas in- 
dustries to present their views as to how 
the commission’s newly found jurisdic- 
tion should be exercised.® After receiving 
written comments and hearing two days 
of oral argument on the subject, the com- 
mission concluded that it would not issue 
a general order adopting standards, prin- 
ciples, or methods for fixing rates of in- 
dependent producers.” Its future action 
must, therefore, develop such criteria on 
a case-by-case basis. 

The commission’s delay of more than 
two years in determining what criteria it 
will use is understandable in view of the 
absence of any statutory guidance and 
the absence of any closely analogous ex- 
perience in the history of the regulatory 
process in this country. The commission’s 
regulation of the rates of natural gas 
pipeline companies engaged in the pro- 
duction of natural gas provides the only 
experience in utility rate regulation of the 


6Order issued November 17, 1954, Docket No. 
R-142. 
7Order issued December 1, 1955, Docket No. 


R-142. 


q 
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production of a natural resource. The 
commission now recognizes that such reg- 
ulation has been contrary to the interests 
of the consumers as well as the pipeline 
companies.’ Until the commission recog- 
nized this fact, it made no distinction in 
the application of its theories or principles 
in regulating the rates of pipeline com- 
panies. 


IX the leading case of Federal Power 
Commission v. Hope Nat. Gas Co.,® 
five justices of the United States Supreme 
Court’ upheld the commission’s use of a 
net original cost rate base plus operating 
expenses, with no allowance for the value 
of gas as distinguished from the cost of 
production, in regulating the rates of a 
natural gas company engaged in both pro- 
duction and transmission. Although the 
court said the commission was not limited 
to the use of any one theory, and several 
statements by members of the court indi- 
cate that it might not uphold the original 
cost rate base approach under other eco- 
nomic conditions, the commission used 
no other approach thereafter until the 
Panhandle Case.” 

In his dissenting opinion in the Hope 


8Footnote 2, supra. 
9(1944) 320 US 591, 51 PUR NS 193, 88 L ed 


3. 
10Three of the five are no longer on the court. 
11Footnote 2, supra. 


“THERE are... no ‘recognized’ or ‘standardized’ lines for regu- 
lating the rates of a company engaged in the production of a 
natural resource which is consumed by the ultimate ratepayer. 


The ‘recognized’ standards of regulation relate to utilities which 
provide a service only. A natural gas producer not only pro- 
vides a service but also sells a commodity which is consumed 
by the ultimate ratepayer. It is doubtful whether the act would 
have been upheld if its constitutionality had been first chal- 
lenged in a case involving an independent producer.” 
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Case, Justice Jackson observed that there 
was no regulation “along recognized or 
more or less standardized lines” that could 
apply to natural gas production. He 
pointed out that the traditional approach 
to rate regulation was based on the theory 
of determining the value of a service by 
determining the investment in facilities to 
provide the service, plus operating ex- 
penses. In those cases no product was con- 
sumed and no natural resource depleted. 
The consumer received a service only— 
not a service plus a commodity. Justice 
Jackson recommended a_ fair-field-price 
approach to the problem of regulating the 
pipeline company’s production. The com- 
mission with the approval of the then ma- 
jority of the United States Supreme 
Court, rejected this approach. But ten 
years later it admitted the utter failure of 
this aspect of its regulation. In the Pan- 
handle Case it stated that it is in the public 
interest for the pipeline companies to pro- 
duce a large part of their gas requirements 
and that its past regulatory practices had 
forced them to greatly reduce the percent- 
age of such requirements met from their 
own production. It there adopted at least 
part of Justice Jackson’s recommendation 
by fixing rates designed to recover “a 
price reflecting the weighted average 
arm’s length payments for identical nat- 
ural gas in the fields.” 





r reviewing this decision the United 

States circuit court of appeals for the 
District of Columbia held that the com- 
mission could depart from the traditional 
rate base approach but such innovation 
must not lift rates above the “just and 
reasonable” standard of the statute. The 
allowance of an item “not an item of cost” 
to encourage “exploration and develop- 
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ment of natural gas resources” was held 
to be permissible only if supported by evi- 
dence and findings that the increase is no 
more than is needed for the purpose.” 

The fundamental difference between 
the Panhandle Case and the Hope Case is 
the recognition by the commission that 
natural gas has value in excess of the cost 
of discovery and production, and that 
such value must be reflected in the rate if 
the gas is to continue to flow in sufficient 
quantities to meet the consumer’s require- 
ments. As stated in the Hope Case, the 
primary purpose of the Natural Gas Act 
was to protect consumers from exploita- 
tion by natural gas companies. 


HE consumer’s interest was not 
served, however, by the exploitation 
of the natural gas companies which pro- 
vide the service. The commission stated 
at pages 32-33 of its decision in the Pan- 
handle Case: 
... No policy which, while immediately 
leading to somewhat lower rates, fails 
to create an atmosphere favorable to the 
exploration for natural gas by pipeline 
systems and the minimization of its 
flaring in production or waste in its 
utilization promotes the sound conser- 
vation of this irreplaceable natural re- 
source, which is in the long-run interest 
of the nation. 

Yet it is an established fact that this 
commission cannot compel natural gas 
companies subject to its jurisdiction to 
engage in exploration, drilling, and re- 
lated developmental activities or to ac- 
quire and attach gas reserves discov- 
ered by others; indeed, it is at least 
doubtful that the commission can re- 
12City of Detroit et al. v. Federal Power Com- 


mission (CA DC 1955) 11 PUR3d 113, 230 F2d 
810. 
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; y a 
Standard for Producer Regulation 


= is submitted that the (Federal Power) commission must go outside 
the technical field of utility regulation to find fair and reasonable 
standards for the regulation of independent producers. The Hope Case 
clearly permits such action by holding that ‘tt ts the result reached not the 
standard employed which is controlling.’ One useful standard can be found 
in the Internal Revenue Code. From the inception of the federal income 


tax, Congress has recognized that not all of the difference between the 

cost of producing a natural resource and its selling price is income. A part 

of the selling price is compensation for the diminution of the producer’s 
property, or a return of capital.” 





quire pipeline systems to retain reserves 
which they already own, although un- 
der certain circumstances it has en- 
deavored, unsuccessfully, to do so.* If 
there is to be natural gas exploration, 
development, and production by pipe- 
line systems themselves, therefore— 
with resultant benefits to the public in- 
terest—it follows that this must result 
from regulatory policies designed to 
encourage, rather than to penalize, such 
activities. 

*Footnote 47 in case cited: “47Federal Power 
Commission v. Panhandle Eastern Pipe Line Co. 
(1949) 337 US 498, 81 PUR NS 161, 93 L ed 1499, 
69 S Ct 1251; Re Northern Nat. Gas Co. Opinion 
No. 230, Docket No. G-1618, issued June 24, 1952, 
94 PUR NS 485; Re Northern Nat. Gas Co. Opin- 


ion No. 247, Docket No. G-2085, issued April 23, 
1953, 98 PUR NS 97.” 
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It also lamented the absence of any ap- 
preciable production by any of the new 
major pipeline companies. 


HILE review of the Panhandle Case 

was pending, the Phillips Case sub- 
jected nearly all producers of natural gas 
to Federal Power Commission regulation, 
and the commission has not subsequently 
handed down any decision that could be 
safely regarded as a precedent in regulat- 
ing rates for gas produced by either a 
pipeline company or an independent pro- 
ducer. In the El Paso Case, Docket No. 
G-2018, it said it was then of the opinion 
that the rates for both independent pro- 
ducers and for pipeline companies’ own 
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production should be fixed in the same 
manner.”® In that case it allowed the 
weighted average field price for the com- 
pany’s production but found that there was 
no material difference in that particular 
case between the price allowed and the 
cost of production. 

In the Christie, Mitchell and Mitchell 
Case, Docket No. G-4214, the commission 
recently decided to review a decision of 
the presiding examiner approving in- 
creased rates for an independent producer. 
No exceptions to the decision had been 
filed, but the commission said it needed 
more time to consider the matter, thus in- 
dicating that it is still not sure what it 
should do with this knotty problem. 


¥ is submitted that the commission must 
go outside the technical field of utility 
regulation to find fair and reasonable 


standards for the regulation of independ- 
ent producers. The Hope Case clearly per- 
mits such action by holding that “‘it is the 
result reached not the standard employed 
which is controlling.” One useful standard 
can be found in the Internal Revenue 
Code. From the inception of the federal 
income tax, Congress has recognized that 
not all of the difference between the cost 
of producing a natural resource and its 
selling price is income. A part of the sell- 
ing price is compensation for the diminu- 
tion of the producer’s property, or a re- 
turn of capital. It, therefore, provided a 
depletion allowance which now enables 
the producer to retain tax-free 273 per 
cent of the value of the natural resource 
when produced. This depletion allowance 
has permitted and encouraged the discov- 
ery and development of the gas and oil 


Opinion No. 278, issued November 26, 1954. 


371 


reserves necessary to meet the nation’s 
growing requirements."* 


7 the exploration and develop- 
ment of oil and gas reserves by non- 
regulated independent producers have 
grown by leaps and bounds, the reserves 
of the regulated pipelines have diminished. 
Until recently the commission not only 
has failed to allow the pipelines any reve- 
nue for the depletion of their gas reserves 
but has passed on to the consumers the tax 
savings resulting from the statutory de- 
pletion allowance. The commission’s use 
of the tax depletion allowance to reduce 
utility rates rather than to reimburse the 
pipeline companies for the diminution of 
the natural gas reserves has contributed 
to the admitted failure of this aspect of its 
regulation. In the El Paso opinion, supra, 
the commission implied that it would not 
in the future deprive the natural gas com- 
panies of the tax depletion which Con- 
gress obviously intended for the investor. 
It is submitted that depletion of gas is 
a proper element to be allowed in deter- 
mining a producer’s costs as well as de- 
termining net income for taxes. It is as 
essential that such item be recovered from 
the ratepayer as that it be allowed as a tax 
deduction. It is further submitted that the 
allowance of depletion as a cost item in 
the cost of service is not even in conflict 
with the principles of original cost rate 
making. The natural gas is an asset and 
the diminution of that asset is a cost by 
any reasonable standard. 
The late Justice Brandeis, the pioneer 
juristic advocate of the original cost rate 
base, defined its theoretical basis in his 


14See “The Gas Consumer’s Stake in the Deple- 
tion Tax Provision,” by Russell B. Brown, Pustic 
Utiuitres FortTNIGHTLY, Vol. 57, No. 9, p. 587, 
April 26, 1956. 


SEPTEMBER 13, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


dissent in Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Missouri Pub. Service 
Commission.* He reasoned that “The 
thing devoted by the investor to the public 
use is not specific property tangible and 
intangible, but capital embarked in the en- 
terprise.” 


dese capital does the independent 
producer embark in the enterprise 
subject to regulation? Exploring for and 
developing natural gas reserves is not an 
enterprise subject to FPC jurisdiction. 
The producer’s activities do not become 
subject to regulation until he commences 
selling gas in interstate commerce. The 
capital which he then devotes to the en- 
terprise subject to regulation includes not 
only the dollars originally invested but 
also the natural gas which he has discov- 
ered and subjected to his control. The 
property devoted to the public service 
could have been devoted to some other 
service, such as intrastate sales, the manu- 
facture of carbon black, or the extraction 
of chemicals, until it was dedicated to in- 
terstate sales subject to FPC jurisdiction. 
The traditional original cost approach 
only permits the producer to earn a return 
on his plant and to recover operating ex- 
penses, including depreciation and taxes. 
In other words, the operator is paid only 
for the cost of the service of mining and 
transporting the gas. He is given nothing 
for the product itself. It is submitted that 
such regulation, in effect, confiscates the 
gas, which is in fact an asset of the pro- 
ducer, and makes a gift of this asset to 
the consumer. There is nothing in the 
language of the Natural Gas Act or its 


15(1923) 262 US 276, PUR1923C 193, 67 L ed 
981, 43 S Ct 544. 


legislative history to indicate that Con- 
gress intended the taking of this asset 
without any compensation. Under the 
original cost method of rate making such 
confiscation cannot be avoided unless 
some allowance is made for the depletion 
of the producer’s wasting asset. 


‘i rates of a producer are based on cost 
rather than value, it is submitted that 
an allowance for the diminution or deple- 
tion of his natural gas should be included 
as an element of such cost. The determi- 
nation of a proper depletion allowance 
would undoubtedly pose a difficult prob- 
lem in many cases but the Internal Reve- 
nue Code contains a guide which Congress 
has established. This congressional de- 
termination might be accepted by the com- 
mission as a minimum allowance in rate 
making. In some cases where pipeline 
companies had the foresight to obtain 
large reserves years ago at nominal cost, 
a 273 per cent allowance based on their 
production cost might not be adequate to 
encourage the development and produc- 
tion of such reserves. For example, in the 
Panhandle Case the company’s cost of 
producing gas was less than one cent per 
Mcf, while other gas purchased in the 
field cost Panhandle approximately eight 
cents per Mcf. Similar situations exist 
with respect to other pipeline companies 
which acquired large natural gas reserves 
prior to 1938. In such situations the com- 
mission should allow enough for the di- 
minution of the gas supply to assure equi- 
table treatment of both producers and con- 
sumers. It is submitted that such allowance 
should not be less than 274 per cent of (a) 
the weighted average field price or (b) 
production cost, whichever is higher. 
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Settling the Clark Hull-Co-op 
Controversy 


When the Clark Hill dam in Georgia neared completion, the ques- 
tion of sharing the output among the Georgia Power Company, the 
REA co-operatives, and other so-called “preference customers” 
became an exceedingly hard administrative nut to crack. An agree- 
ment was finally reached last spring in which the power company 
made a number of concessions for the sake of peace in the area. 


By C. E. WRIGHT* 


CONTRACT signed in Atlanta, Geor- 
gia, on May 16th by the Southeast- 
ern Power Administration of the 

United States Department of Interior, the 
Georgia Power Company, and preference 
customers as in part designated in § 5 of the 
Flood Control Act of 1944 (Public Act 
534), covering power from Clark Hill 
dam, marks an important milestone in the 
long-drawn-out controversy between ad- 
vocates of government and private power. 

Although the Clark Hill controversy 
has not had the widespread national pub- 
licity of Hell’s Canyon or Dixon-Yates, 
it nevertheless has stirred violent feelings 
during the past eight years. 

The three-cornered agreement finally 
ony taes writer, resident in Jacksonville, 


Florida. For additional note, see “Pages with the 
Editors.” 


arrived at is a compromise between the 
opposing contentions of the Georgia 
Power Company and the Georgia Elec- 
tric Membership Corporation, an or- 
ganization of rural electric co-opera- 
tives. On the one hand, the power com- 
pany contended for an outright purchase 
of the federal power. As long as six years 
ago, it asserted in a statement to the De- 
partment of Interior that it believed it 
“has the right to continue to serve the 
municipalities and co-operatives that it 
has historically served and knows of no 
reason why the customers should be trans- 
ferred to the government.” Under the first 
draft of an agreement for disposal of 
Clark Hill dam power, the co-operatives 
would have been “free to install their own 
generating facilities, to build transmis- 
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sion lines to the federal government’s hy- 
dro plants, or to purchase power directly 
from the federal government’s transmis- 
sion system if one should be built.” 


i hore Georgia electric co-operatives 

fought for what they claimed to be 
their inherent right under § 5 of the Flood 
Control Act to preference in the purchase 
of federal power. They based their posi- 
tion on their own interpretation of the 
following sentence of that act: “Prefer- 
ence in the sale of such power and energy 
shall be given to public bodies and co- 
operatives.” They engaged former Gov- 
ernor Ellis Arnall of Georgia to wage 
their battle before the Department of In- 
terior and presumably, if necessary, in the 
courts. Had the final outcome been favor- 
able to the power company, the case 
probably would have wound up in the 
federal courts and eventually in the 
United States Supreme Court. 

The electric co-operatives were strongly 
relying on a legal opinion given in July, 
1955, by Attorney General Herbert 
Brownell on the controversial part of § 5 
of the Flood Control Act, in which he up- 
held the contention of the co-operatives 
that they had the first right to buy the 
power. This apparently put the co-opera- 
tives in a position to force the power 
company to accept a wheeling contract 
under the threat of construction of dupli- 
cating transmission lines by the federal 
government. 

The modified wheeling contract finally 
adopted got the Department of In- 
terior off the hot seat it had occupied for 
many years, but probably neither the 
Georgia Power Company nor the co-op- 
eratives are completely happy over the 
outcome. Nevertheless, both sides have 
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expressed satisfaction over the ending of 
a long controversy which perhaps might 
have resulted in a one-sided victory, 
which would have called for court adjudi- 
cation. 

After the signing of the contract, Harl- 
lee Branch, Jr., president of Georgia 
Power Company, made this statement : 


We are glad a contract has been 
signed. We have been deeply disturbed 
that old friends should have been di- 
vided by differences over how Clark 
Hill power was to be transmitted to 
those entitled to receive it. Now we can 
close ranks and work together for the 
best interests of our state and all its 
people. 

Although our company sought a dif- 
ferent type of contract — one we 
thought to be more in line with tradi- 
tional relationships between our com- 
pany and the cities and co-ops—our 
only interest now is in making this one 
work. We are sure the other parties 
feel the same way. 


es POLLOcK, president of the 

Georgia Electric Membership Cor- 
poration, made this comment after the 
signing : 

The rural electrics, along with other 
preference groups, have established 
rights of ownership; the Georgia 
Power Company has agreed to wheel at 
a satisfactory fee to them, and the con- 
tract rate for the available power from 
the Department of the Interior effects 
a sizable savings to our group. 

We look forward to a new era in 
Georgia, with government, private utili- 
ties, and co-operatives working hand in 
hand for the further development of 
our great state. 
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Mayor Frank Tigner of La Grange, 
Georgia, president of the Georgia Munic- 
ipal Association, said that the municipali- 
ties are “happy” over the signing of the 
contract. 

In this settlement of the issues there 
were of course concessions on all sides, 
as is to be expected in a compromise. 
While the electric co-operatives claim to 
have “established rights of ownership” in 
federal power, all private power com- 
panies have at least won a partial victory 
in that long and expensive battles over 
purchase of federal power have no doubt 
been ended. The contracts set a pattern 
which is expected to apply to other federal 
projects soon to be completed in Georgia 
and its periphery. 


iy is anticipated that four other power 
projects in the territory will also be in- 
tegrated into the Georgia company’s 
system, as provided in § 10 of the agree- 
ment, exclusive of the Allatoona project, 
which is already covered by a contract 
with the Georgia Power Company. The 
other projects, still to be harnessed for 
power, are: 

Buford dam, on the Chattahoochee 
river, to be completed about March, 1957, 
with 86,000 kilowatts of installed ca- 


q 
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pacity, to produce approximately 170,- 
000,000 kilowatt-hours annually. 

Fort Gaines dam on the Chattahoochee 
river, to be completed in 1960, with 130,- 
000 kilowatts of installed capacity, to 
produce about 436,000,000 kilowatt-hours 
annually, which will presumably be equally 
divided between Georgia and Alabama. 

Jim Woodruff dam on the Chattahoo- 
chee river, to be completed in late spring 
of 1957, with 30,000 kilowatts of installed 
capacity, to produce approximately 212,- 
000,000 kilowatt-hours annually. (This is 
an Army Engineers’ estimate, but as river 
floods out in the winter it can be only an 
approximation. ) 

Hartwell dam on the Savannah river 
above Clark Hill, to be completed some 
time after 1960, with installed capacity 
of 198,000 kilowatts, to produce approxi- 
mately 450,000,000 kilowatt-hours annual- 
ly, to be equally divided between Georgia 
and South Carolina. (Some of the Clark 
Hill secondary power will thereby be con- 
verted to firm power. ) 


' I ‘aE contract for Clark Hill power 
contains the following provisions: 


1. Georgia Power Company will deliver 
to preference customers at their load 


“THE problem of disposal of federal power in the Southeast 
started back in 1948, when the Georgia Power Company signed 
a contract with the Department of Interior for the power gen- 


erated at the Allatoona project. Preference customers showed 
no interest in that power and interposed no objections to the 
contract. Proceeding on the assumption that disposition of 
Clark Hill power would arouse no greater interest, the Georgia 
Power Company submitted a written proposal to the South- 
eastern Power Administration in March, 1950, covering power 
not only from Clark Hill, but Buford and Jim Woodruff.” 
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centers up to 80,000 kilowatts of capacity 
from Clark Hill. 

2. Preference customers will have avail- 
able to them 350,000,000 kilowatt-hours a 
year at a delivered load factor of 51.4 per 
cent, or the output of the plant (average 
water year) less 7 per cent for line and 
transformation losses. 

3. Georgia Power Company to supply 
deficiency, or firming energy, to prefer- 
ence customers when generation at the 
plant, divided into daily equal allotments, 
is insufficient to supply the energy al- 
lotted. This deficiency energy is to be paid 
for by preference customers to the 
Georgia Power Company at four mills 
per kilowatt-hour. 

4. Government rates for preference 
customers’ capacity are 75 cents per kilo- 
watt per month, plus four mills per kilo- 
watt-hour. The government sells to the 
Georgia Power Company at 75 cents per 
kilowatt per month for capacity, and four 
mills and three mills, respectively, for en- 
ergy dependent upon the quantity of 
energy supplied to the power company in 
excess of that made available to preference 
customers. 

5. Georgia Power Company will buy 
for its own use up to 40,000 kilowatts of 
peaking capacity at 75 cents per kilowatt 
per month. 

6. Georgia Power Company has the 
right to dispatch of the 120,000 kilowatts 
of the dependable capacity of one-half the 
plant on schedules to meet the company’s 
requirements within the regulations pre- 
scribed by the Corps of Army Engineers. 

7. Georgia Power Company is required 
to supply preference customers’ require- 
ments over and above the amount of 
government power allotted at its regular 
applicable rate schedule. 
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8. Contract runs for ten years, subject 
to automatic renewal, but may be discon- 
tinued by either the government or power 
company on three years’ notice. 

9. Project rates are subject to approval 
and review by the Federal Power Com- 
mission. 

10. This section provides that other 
federal reservoir projects in the compa- 
ny’s area shall be handled in a similar 
manner. 


eww are other sections relating to 
details such as metering and records, 
characteristics of capacity and energy, 
billing and payments, service interruptions 
and emergencies, emergency service, 
scheduled maintenance, power factor, en- 
ergy storage, uncontrollable forces, etc. 

Under the contract the rate that pref- 
erence customers will earn on the govern- 
ment-allocated power, plus such deficiency 
energy as the power company may be re- 
quired to supply, is six mills per kilowatt- 
hour. The average rate for the energy sup- 
plied over and above the government allot- 
ments will be approximately 6.75 mills per 
kilowatt-hour, or slightly in excess of the 
rate the preference customers might other- 
wise have earned. This is because of the 
lower quantity of energy supplied to them 
by the company and lower load factors on 
the company’s supply of supplementary 
power. 

It is pointed out that the net sav- 
ings to preference customers in Georgia 
will be $150,000 to $160,000 a year. Di- 
vided among 44 municipalities and 37 co- 
operatives, the amount that each will re- 
ceive is small—so small that some of the 
small municipalities may not trouble to 
avail themselves of the right to purchase 
government power. 
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Clark Hill Controversy 


€¢ ALTHOUGH the Clark Hill controversy has not had the widespread 

national publicity of Hell’s Canyon or Dixon-Yates, it neverthe- 
less has stirred violent feelings during the past eight years. The three- 
cornered agreement finally arrived at is a compromise between the oppos- 
ing contentions of the Georgia Power Company and the Georgia Electric 
Membership Corporation, an organization of rural electric co-operatives. 
On the one hand, the power company contended for an outright purchase 
of the federal power. As long as six years ago, it asserted in a statement 
to the Department of Interior that tt believed it ‘has the right to continue 
to serve the municipalities and co-operatives that it has historically served 
and knows of no reason why the customers should be transferred to the 

government.’ ” 








E ten first to sign for government power Interior Fred G. Aandahl was also in at- 
were the city of Elberton and the tendance. ) 

Tri-County Electric Membership Cor- For Georgia Power Company: Harl- 
poration of Gray. Signing of the agree- lee Branch, Jr., president; E. C. Ham- 
ment and the individual contracts was mond, Jr., secretary; Charles A. Collier. 
made something of a ceremony in Atlanta Southern Services, Inc., a subsidiary of 
on May 16th. Signers were: The Southern Company. 

For the government : Charles W. Leavy, For preference customers: Marshall 
Administrator, Southeastern Power Ad- Pollock, president, Georgia Electric Mem- 
ministration, United States Department bership Corporation; W. F. Williamson, 
of Interior. (Assistant Secretary of the president, Wayne Johnson, manager, and 
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J. A. Pitts, secretary, Tri-County Electric 
Membership Corporation; George Aull, 
city manager, and Lawrence Allen, mayor, 
of Elberton. 

Thus ended a case that has been unique 
in the history of the development and sale 
of electric energy by the United States 
government. For the past two years the 
Georgia share of Clark Hill power, as 
well as the South Carolina share, has been 
going under contract to the South Caro- 
lina Public Service Authority, which de- 
veloped the Santee-Cooper project, and 
the Greenwood Electric Co-operative. 


ee to be wheeled by the Georgia 

Power Company was turned on Mon- 
day, May 21st, though the company had 
an interim contract which ran from July 1, 
1953, to June 5, 1954. During this tem- 
porary period the Georgia Power Com- 


pany found that its costs for Clark Hill 
interim power were considerably higher 
per kilowatt-hour than the incremental 
costs from its own system. 

The problem of disposal of federal 
power in the Southeast started back in 
1948, when the Georgia Power Company 
signed a contract with the Department of 
Interior for the power generated at the 
Allatoona project. Preference customers 
showed no interest in that power and in- 
terposed no objections to the contract. 
Proceeding on the assumption that dispo- 
sition of Clark Hill power would arouse 
no greater interest, the Georgia Power 
Company submitted a written proposal to 
the Southeastern Power Administration 
in March, 1950, covering power not only 
from Clark Hill, but Buford and Jim 
Woodruff. These suggestions were made: 

1. Companies of the business-managed 
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group to purchase all power at the switch- 
board. 

2. Electric power so available to be sold 
to preference customers at no profit to the 
company. 

3. All REA co-operatives, muncipali- 
ties, and other preference customers to 
contract with respective companies. 

4. The amount of reservoir power that 
may be purchased and delivered to pref- 
erence customers not to exceed the ag- 
gregate of the power delivered to the com- 
panies from federal reservoirs, less line 
and transformation losses. 

5. If the requirements of preference 
customers exceed the energy available 
from the government plants, the com- 
panies to sell to the preference customers 
all of their additional energy at company 
rate schedules. 

6. A 15-year contract or longer, with 
the right to cancel on three years’ notice 
if preference customers find it to their 
advantage to buy from the government 
direct. 

7. The government to have the right to 
withdraw power from time to time for 
sale to preference customers. 


HIS proposal was made almost simul- 
taneously with the creation of the 
Southeastern Power Administration. The 
plan was rejected by the Administrator, 
who held that he was required to take over 
and serve preference customers. He said 
also that it was then the policy of the 
government to build transmission lines to 
load centers. Congressional hearings 
failed to demonstrate any congressional 
directive to support these contentions. The 
Georgia Power Company contended that 
the Flood Control Act of 1944 did not re- 
quire either the construction of transmis- 





SETTLING THE CLARK HILL—CO-OP CONTROVERSY 


sion lines or direct service by SEPA to 
preference customers. In 1951, and for 
several years thereafter, Congress de- 
clined to appropriate funds for construc- 
tion of transmission lines by SEPA. 
Following this apparent unwillingness 
of Congress to back up the SEPA position 
with funds, the Georgia Power Company 
renewed negotiations, this time with the 
division of power, Department of In- 
terior, but was told it should negotiate 
with the Administrator of SEPA. Ac- 
cordingly, Georgia Power Company 
made a new offer to purchase all of the 
power to be available at Clark Hill and 
other reservoirs in its area. In this plant 
the government was to retain effective 
control, including the amount to be de- 
livered, and to set prices for preference 
customers. Georgia Power asked for a 
small markup to cover expenses, amount- 


ing to about 5 per cent. The offer included 
peaking capacity, secondary power, and 
dump power for its own use. 


A’ this time Georgia Power stated that 
it “would make possible the distribu- 
tion of federal power to the largest number 
of preference customers over the widest 
possible area at the lowest possible cost and 
in accordance with sound business prin- 
ciples and would eliminate any necessity 


q 


z 


for expenditure of federal funds for 
transmission and firming of the power.” 
It also stated that by system integration 
it would firm up secondary power at a cost 
less than if the government constructed 
transmission lines and at less than other 
wheeling arrangements. 
a February, 1954, the Interior Depart- 
ment submitted to the Georgia Power 
Company a new proposal, called a tri-con- 
tract proposal, in which was included the 
stipulation that the power company sell 
all power to designated preference cus- 
tomers. Meanwhile, the Georgia Electric 
Membership Corporation got into the 
fight with both feet, contending for the 
right to buy the power from the govern- 
ment, although admitting it did not intend 
to build transmission lines, but would re- 
sell the power to the Georgia Power Com- 
pany, thus maintaining its position that it 
had exclusive right to purchase federal 
power. 

Over a long period a lot of words were 
exchanged, but there was not much action 
until July 15, 1955, when Attorney Gen- 
eral Brownell threw a monkey wrench 
into the proceedings by his interpretation 
of § 5 of the Flood Control Act, supporting 
the position of the preference customers. 
Shortly before that, in February, 1955, 


“UNpER the contract (for Clark Hill power) the rate that pref- 
erence customers will earn on the government-allocated power, 
plus such deficiency energy as the power company may be re- 


quired to supply, is six mills per kilowatt-hour. The average 
rate for the energy supplied over and above the government 
allotments will be approximately 6.75 mills per kilowatt-hour 
or slightly in excess of the rate the preference customers might 
otherwise have earned. This is because of the lower quantity 


of energy supplied to them by the company . . 


379 


a9 
. 


SEPTEMBER 13, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


the co-operatives had proposed to the De- 
partment of Interior that the power be 
sold to them. On May 18, 1955, the De- 
partment of Interior had been ready to 
sign the contract proposed by Georgia 
Power, but after discussions within the 
government the signing was called off. A 
couple of months later came Brownell’s 
decision. 


N October, 1955, the Department of In- 
terior submitted a modified wheeling 
contract to Georgia Power and the prefer- 
ence customers. There were many meet- 
ings in Washington and Atlanta for dis- 
cussion. Some were with the power com- 
pany officials alone, some with preference 
customers alone, some with both groups 
jointly. Between last October and Febru- 
ary 10, 1956, there were further revisions 
of the proposed contract until final agree- 
ment was reached. 

Although the outcome is not a complete 
victory for either side, it takes the Depart- 
ment of Interior off the hook, has cut 
down the work load for its harassed of- 
ficials and legal department, who must 
have spent hundreds of thousands of man- 
hours in the attempt to iron out differences 
and perfect an arrangement suitable to all 
parties. Preference customers in Georiga 
did not succeed in their effort to buy the 


power in a wholesale lot and have control 
over its distribution, but they did win in 
respect to having first call on the power 
produced by the federal reservoirs. How- 
ever, the Georgia Power Company will 
continue to read their meters and bill them 
for payments for the power they use over 
and above that made available by the 
government. 

The Georgia Power Company won in 
respect to the fact that it dispatches the 
plant and distributes the power over the 
system. The wheeling fee is estimated at 
between $450,000 and $500,000 a year 
until other projects are included, but on 
the other hand the company loses the gross 
revenue on about 325,500,000 kilowatt- 
hours per year, resulting in a net revenue 
reduction of about $2,000,000 a year. 


I the Allatoona negotiations back in 

1948 the preference customers were not 
interested because the rate they would 
have had to pay for this power was higher 
than the rates they were paying Georgia 
Power. Corps of Engineers’ estimates of 
power costs at federal reservoirs still to be 
completed are: Buford, 8.92 mills; Hart- 
well, 8.10 mills; Fort Gaines, 6.38 mills; 
Jim Woodruff, 4.94 mills. Woodruff costs 
are evidently for secondary power, to 
which firming costs must be added. 





— is guilty of grave injustice to our people. It acts 
as a ruthless and discriminatory tax on all those with fixed 
incomes, and on fixed payments arising from pension plans, an- 
nuities, and insurance policies. It robs the aged of part of the 
assistance which they have expected from their Social Security 
benefits. Any marked or long-continued inflation causes people to 
lose confidence in their government and undermines economic and 


political institutions.” 
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—Ray D. Murpny, 


Chairman of the board, Equitable 
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Life Assurance Society 
of the United States. 





Washington and 


the Utilities 


The Platform Planks 


HE emphasis which Democratic cam- 
paign orators are likely to place on 
the so-called “give-away” issue—involv- 
ing criticism of administration policies 
with respect to the development and dis- 
tribution of power from federal projects 
—may be foreshadowed in the party’s plat- 
form. Contrariwise the Republican plat- 
form virtually ignored the implication of 
any laxity on the part of the Eisenhower 
administration in this respect. 
Altogether the Democratic platform de- 
voted an unprecedented amount of lan- 
guage—over 1,200 words—to these sub- 
jects: (1) atomic energy; (2) criticism 
of the Eisenhower administration because 
of the Dixon-Yates contract; (3) the 
Hell’s Canyon electric company licenses; 
(4) criticism of the administration of 
TVA and other federal projects; (5) en- 
forcement of the Holding Company Act; 
(6) strong pledges for additional federal 
power development; (7) “integrated re- 
gional transmission systems”; and (8) 
REA electric and telephone programs. The 
Republican platform, on the other hand, 
devotes approximately 300 words to a re- 
affirmation of the Eisenhower “partner- 























ship” policy regarding federal power de- 
velopments, plus a pledge “to support pref- 
erence to public bodies and co-operatives 
under the historic policy of the Congress.”’ 

Based on this disproportionate stress, 
the likely pattern of the current campaign 
will be that of a one-sided argument on the 
so-called “give-away” issue. The Repub- 
lican orators will probably ignore it as 
something that has no validity. But the 
Democrats, especially the vice presidential 
candidate, and former President Truman, 
will devote an unusual amount of atten- 
tion to criticizing the administration’s poli- 
cies with respect to electric utilities. 

It is noteworthy that no attention was 
given by either platform to the contro- 
versial proposal to exempt gas producers 
from FPC jurisdiction, which cut across 
both parties in the last Congress. The Re- 
publican platform did favor a continua- 
tion of “reasonable depletion allowances” 
—referring to the 273 per cent oil-gas tax 
deduction. 

With the Republican emphasis on peace, 
prosperity, and other issues, the campaign 
discussion is thus likely to provide more 
political monologues than two-sided de- 
bates on matters affecting utilities. 


SEPTEMBER 13, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


No Stay for Hell’s Canyon 


U S. SUPREME Court Justice Hugo 
e L. Black has refused to order a halt 
in construction of the Idaho Power Com- 
pany’s first Hell’s Canyon dam. His re- 
fusal was embodied in an order which 
rejected a request by the National Hells 
Canyon Association, which had urged that 
the work be stopped pending outcome of 
appellate court litigation. 

The association, which favors one large 
federal dam at Hell’s Canyon, is contest- 
ing in the United States court of appeals 
for the District of Columbia a Federal 
Power Commission license issued to 
Idaho Power to build three dams in the 
Hell’s Canyon area of the Snake river, 
along the Idaho-Oregon border. 

Black, who indicated on August Ist that 
he would decline to halt work on the proj- 
ect if the company met certain require- 
ments, acted after Idaho Power put up a 
$3,000,000 bond. This will reimburse fed- 
eral costs if Idaho Power’s license is de- 
clared later to be invalid and the govern- 
ment would be required to tear down the 
dam and restore the river’s course. 

The company also posted a $50,000 bond 
to protect the United States on expenses 
and court costs in event of a company suit 
against the government. The company 
posted corporate surety bonds with the 
Fidelity & Deposit Company of Maryland. 
No cash deposit was involved. 

The U. S. circuit court of appeals also 
refused not long ago to order a halt in 
construction of the dam pending outcome 
of the litigation before the court. At a 
hearing early in August before Black, 
counsel for Idaho Power said a shortage 
of electric power in the Pacific Northwest 
had induced the company to proceed at 
once with construction of its first dam. 
Black was told also that a stop order at 
this time would result in a $10,000,000 loss 
to the company and disruption of the lives 
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of about 2,000 persons connected with the 


project. 
¥ 


Niagara versus the Dixtecrats? 


— Herbert H. Lehman (Demo- 
crat, New York), who is retiring from 
the Senate this year, has charged that New 
York Republican Congressmen traded 
votes with southern Dixiecrats to “kill the 
public power development of the Niagara.” 
In return, Lehman charged, they teamed 
with Dixiecrats to prevent Congress from 
passing any civil rights legislation. Leh- 
man made the charge in a speech before 
the annual convention of the state CIO 
council in which he laid down a campaign 
year review of congressional action. 

The retiring Senator named two Repub- 
lican Congressmen in relation to the Ni- 
agara power issue, which has plagued the 
state since 1950 when the Senate decreed 
that Congress should decide whether Ni- 
agara power should be a private or public 
development. In the face of continued con- 
gressional failure to act, the State Power 
Authority proposed recently to bypass 
Congress and filed a direct application for 
state development with the Federal Power 
Commission. 

Explaining his odd bracketing of the 
Niagara power issue with the Dixiecrat 
revolt over school integration, Lehman 
said it was “evident” that the bill for pub- 
lic development of the power, which has 
already passed the Senate, would have 
passed the House if it had come to the 
floor. 

“Why was the bill bottled up in the 
Rules Committee?” he asked. Later Leh- 
man charged that the civil rights issue had 
been used in the House of Representatives 
with “cynical hypocrisy and duplicity un- 
worthy of our great nation” to defeat the 
school-aid bill which was opposed, he said, 
by a majority of House Republicans de- 
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spite its sponsorship by President Eisen- 
hower. The hard fact remained, however, 
that it was the New York liberal bloc, by 
sponsoring the antisegregation amendment 
of Representative Powell (Democrat, 
New York), which actually killed all 
chance of enacting the federal-aid school 
bill. 


A’ expected, Robert Moses, chairman 
of the State Power Authority, or- 
dered the application for an FPC license 
on August 20th. It asked the FPC to dis- 
regard, as invalid, the Senate reservation 
in the 1950 treaty with Canada under 
which Congress is given the right to choose 
the power developer of the U. S. share 
of Niagara river waters. However, some 
doubt as to the authority’s right to take 
such a step has arisen from the fact that 
the application was submitted without 
prior approval of New York Governor 
Harriman. Some action—possibly a revi- 
sion of the application itselfi—may be nec- 
essary before these officials can compose 
their differences. 

The New York state officials seemed to 
have agreed, however, on the over-all need 
for a court test of the treaty reservation. 
The publicly expressed disapproval of the 
present application by Governor Harriman 
and former Lieutenant Governor Poletti, 
a power authority trustee, was based main- 
ly on the contents of the license applica- 
tion. Specifically, they opposed the deci- 
sion of the authority not to seek a license 
for the water temporarily allocated to Ni- 
agara Mohawk Power Corporation, but 
unused at present because of the destruc- 
tion of the Schoellkopf station. 

The authority proposed, instead, to ne- 
gotiate with the company to use the water. 
In return it would furnish the company 
with power from the water so used until 
the year 2000, rather than until 1971, when 
the present Niagara license is due to ex- 


pire. Poletti charged that this condition 
would “usurp the power” of the New 
York governor to approve or disapprove 
any contract for the sale of Niagara hydro. 


Fre action on the power authority ap- 
plication may be relatively brief. There 
are several ways in which the commission 
could approach the legal questions posed 
by the license application to insure quick 
handling. Possibilities mentioned are: (1) 
It could decide it does or does not have 
jurisdiction to act, in view of the Senate 
treaty reservation, or it could call for brief 
but early hearings and arguments on the 
jurisdictional issue; (2) it could decide 
the case without hearings; or (3) it could 
order hearings on the application and take 
up the jurisdictional question as only one 
of the several issues presented—a more 
deliberate approach. 

Any FPC action, whether or not con- 
fined to the jurisdictional issue, would be 
likely to lay the basis for a court test of 
the treaty reservation validity. The New 
York state electric companies, including 
Niagara Mohawk, which have battled in 
Congress for the right to develop the pow- 
er site, have pledged “vigorous opposition” 
to the license application now pending. 


¥ 
The Vetoed Power Bills 


| sei it is too early to judge the po- 

litical reaction to two presidential vetoes 
of legislation affecting public power: (1) 
the bill to freeze rates of the Southwestern 
Power Administration ; and (2) the omni- 
bus rivers and harbors bill. The President 
noted that the omnibus bill was not an 
appropriations bill and that his veto need 
“cause no delay” in starting worth-while 
projects, such as flood-control projects in 
Connecticut and elsewhere. The Presi- 
dent’s emphasis, however, on the need to 
develop a broader local participation indi- 


SEPTEMBER 13, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


cates that he still adheres firmly to his 
“partnership policy” when that is appli- 
cable to multiple-purpose projects. The 
veto of the SPA rate freeze is certain to 
attract some partisan criticism based on 
the fear that government wholesale power 
rates are going to go up if the administra- 
tion is returned to office. 

Aside from the veto action, it should 
be noted that an attempt to solve discrimi- 
nation in power distribution from federal 
dams was contained in the omnibus rivers 
and harbors bill. The bill sought to get 
around the problem of dividing federal 
power between two classes of states: one 
with mostly “preference-type” customers, 
and the other with public utility company 
service predominating. Under the “pref- 
erence clause” in federal laws, it has been 
feared, government-generated power could 
be driven out of the state in which it was 
produced into other states having more or 
mostly federal and other government agen- 
cy customers. An all-public ownership 
state, such as Nebraska, for example, 
could gobble up the entire output of a fed- 
eral dam in another state by exercising its 
“preference” privilege. 


ie the vetoed bill, Congress directed that 
“equitable proportions” of power from 
two federal dams (in South Dakota and 
Idaho) be reserved for both “preference”’ 
and “nonpreference” customers in those 
states. -While this provision had nothing 
to do with the President’s veto, the failure 
of the bill leaves this matter still up in the 
air. | 

Interior might have to settle this ad- 
ministratively or the next Congress might 
have to make another attempt to solve it 
legislatively. Interior some time ago at- 
tempted to use a 100-mile radius limita- 
tion on preference customers, but this has 
not been adopted finally. 


TV A Progress Reported 


HE Tennessee Valley Authority has 

prospered and gained strength in the 
past two years, according to TVA Chair- 
man Vogel. The agency head replied to 
critics whom he called “the prophets of 
doom” in a policy speech delivered in 
Nashville last month. He condemned 
“scare talk” that TVA would be curtailed 
and pointed out that seven new steam units, 
now under construction, will add 1,150,000 
kilowatts to the system within the next 
two years. The AEC used 56 per cent of 
all TVA power during fiscal 1956, accord- 
ing to TVA figures. Total TVA power 
sales during the fiscal year ended on June 
30th were 53.8 billion kilowatt-hours, of 
which AEC took 30.2 billion for use at its 
atomic plants at Oak Ridge, Tennessee, 
and Paducah, Kentucky. Other TVA pow- 
er sales went to municipalities and co-op- 
eratives, 15.5 billion; direct industrial 
sales, 7.2 billion; TVA interdivisional use, 
559,000,000 kilowatt-hours; and 36,000,- 
000 kilowatt-hours to non-T VA companies 
for resale. 

About one-third of the distributors of 
TVA power are now applying rates that 
are lower than the original TVA rates an- 
nounced in 1933, TVA reports. Thirty- 
four systems have adopted rates that are 
10 per cent below the original rates, and 
19 are on rates that are 20 per cent lower 
than the original rates. The extent to 
which distributors have reduced their re- 
tail rates is described in a booklet, “Rate 
Reductions by the Distributors of TVA 
Power,” recently published by TVA. The 
booklet explains that although the original 
TVA rates were much lower than the aver- 
age rates applied by utilities throughout 
the nation, they proved higher than neces- 
sary for many of the distributors. Dis- 
tributors have made more than 200 rate 
reductions since the end of World War II. 
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Service Area Agreement V oided 
HE North Carolina Utilities Com- 
mission refused to permit a telephone 

company, even by a service area agree- 

ment with a co-operative, to turn over 
seven subscribers in Randolph county to 
the Randolph Telephone Membership 

Corporation. It said that the legislature, 

in authorizing telephone co-operatives, 

“has not put the state into full-scale util- 

ity business.” Such co-operatives can 

serve their members only, according to 
state law, and telephone co-operatives and 
similar corporations “have no legal right 
to serve all persons in any exclusive area 
and have no right to claim territorial in- 
tegrity and freedom from competition as 
to nonmembers,” the commission stated. 

It decided that the agreement made be- 

tween the company and the co-operative 

for assignment of service areas could 
have no legal effect because it was never 
submitted to the commission for approval. 

The seven people affected were placed in 

telephone service areas by the agreement 

“without notice to them and without their 

consent,” the state regulatory body said. 

The commission also said that the sub- 
scribers were entitled to get the service 
most satisfactory to them and that the 

Central Telephone Company had no au- 

thority to assign them out of its territory, 


and had failed to show that it could not 
serve them. The head of the co-op 
charged the commission with “prejudice” 
against rural telephone co-operatives, be- 
cause the order directed the private tele- 
phone company to render the service. The 
commission found, however, that if the 
seven people were served by the co-opera- 
tive, the charges they would pay would be 
“greatly in excess” of what they would 
pay as subscribers of the company. 


Sate statements of the commission 
suggested that the whole controversy 
could have been avoided “if the agents of 
the REA had elected to confer with the 
commission.” It said, however, the con- 
flict arose, to some extent, because the 
regulated telephone companies are “rapid- 
ly reaching the position where they can 
supply all of the telephone service require- 
ments of the state.” 

The Randolph Telephone Membership 
Corporation was incorporated in 1954 for 
the purpose of providing telephone service 
for rural areas in Randolph, Chatham, 
and Moore counties which were not re- 
ceiving telephone service. The co-op re- 
cently began staking out lines and obtain- 
ing right of way, after receiving a $485,- 
000 loan from REA and membership fees 
of $50 from each of its subscribers. The 


SEPTEMBER 13, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


service area of the co-operative included 
the area which the utilities commission 
ordered Central Telephone Company to 
serve. 

Following release of the commission’s 
order criticizing REA, State REA Chair- 
man Price, commission members, and co- 
op officials conferred on rules which, if 
adopted by both REA and the commis- 
sion, would provide for closer co-ordina- 
tion. 

¥ 


New SEC Branch Created 


[oor Securities and Exchange Com- 
mission set up a new administrative 
branch which will supervise stock issues 
of $300,000 or less. This was seen as a 
step to implement recent rule changes 
made by the SEC, under which future 
stock issues of independent telephone 
companies, among others, will be subject 
to somewhat more stringent regulation. 
The commission recently announced that 
all proposed public issues under $300,000, 
hitherto exempt, must henceforth be reg- 
istered with the commission in the man- 
ner required by the revised Regulation A. 

SEC Chairman Armstrong said the 
setting up of the new branch emphasizes 
the commission program of “providing 
appropriate safeguards and protection for 
the investing public in connection with of- 
ferings of small issues, but without un- 
necessary restrictions upon the raising of 
capital by small and medium-sized busi- 
nesses.” Heading the new branch will be 
James T. Glavin, SEC’s regional admin- 
istrator in New York since 1953. He will 
operate under the SEC Corporation-Fi- 
nance Division. 

Financing of small business enterprises 
through new securities is of increasing 
importance, SEC said. Filings of small 
issues exempt from full SEC regulation 
totaled $237,000,000 in 1954, $313,000,- 
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000 in 1955, and $122,000,000 in the first 
half of this year. Changes in the regula- 
tions applying to small stock issues, inci- 
dentally affecting those of independent 
telephone companies, were primarily de- 
signed to protect the public from unjusti- 
fied issuance of so-called “penny stocks.” 


¥ 


Transatlantic Telephone 
Service 


an annual report, presented to the 
Canadian House of Commons, the 
Canadian Overseas Telecommunication 
Corporation predicted an early start of 
service over the new transatlantic tele- 
phone cable and the near completion of 
other Canadian communicution projects. 
Douglas F. Bowie, president and general 
manager of the Crown corporation, said 
the new transatlantic cable is the most 
important communication development 
“since the laying of the original telegraph 
cable over ninety years ago.” 

The report stated that services over the 
new cable will be in operation by the end 
of October this year. The cable develop- 
ment is jointly owned by the Canadian 
corporation, the British Post Office, the 
American Telephone and Telegraph Com- 
pany, and Eastern Telephone & Telegraph 
Company. 

The Crown corporation’s report also 
noted an unbroken string of six consecu- 
tive profitable years since its inception in 
1950 and the fact that profits were up 60 
per cent over 1954. 


¥ 


“Booster” TV Stations 
Face Court Test 
UTHORITY of the FCC to order “‘boost- 
er” TV stations off the air will be 
tested in the United States circuit court of 
appeals for the District of Columbia. The 





TELEPHONE AND TELEGRAPH 


C. J. Communications Services, Inc., of 
Bridgeport, Washington, recently ap- 
pealed an FCC cease-and-desist order di- 
recting the booster station operator to 
stop rendering an auxiliary service to 
“boost” TV programs from near-by cities, 
over the hills which surround Bridgeport 
and prevent normal TV reception. 


——- stations which are usually lo- 
cated on mountain tops overlooking 
valley towns have assumed increased im- 
portance in recent months. A state-federal 
feud developed when the governor of Col- 
orado defied an FCC order directing an ap- 
pliance dealer in Steamboat Springs, Colo- 
rado, to quit rendering booster service to 
that mountain-rimmed community. Gov- 
ernor Edwin C. Johnson, who was for- 
merly chairman of the Senate Interstate 
Commerce Committee and thus familiar 
with the FCC and the Federal Communi- 
cations Act, called the FCC action “arbi- 
trary and incomprehensible.” He appoint- 
ed the Steamboat Springs appliance deal- 
er to his own “official communications 
staff” and issued an executive order “di- 
recting” the appliance dealer to continue 
his booster operations. 

No FCC action has so far been taken 
in reply to the Colorado governor’s chal- 
lenge. Johnson pointed out that such com- 
munications services, rendered without 
charge to local residents, were the only 
means of bringing TV reception to iso- 
lated communities and do not interfere 
with TV programs electronically or in 
any other way, if the booster is properly 
operated “fon channel.” 

Another facet of this general “booster” 
station controversy was unfolded by a 
U. S. district court’s decision in Pitts- 
burgh. There, Federal Judge Marsh up- 
held the right of the U. S. Internal Reve- 
nue Service to levy a federal tax of 8 per 
cent on the installation and monthly serv- 


ice charge made by a commercial booster 
station operator serving Meadville, Penn- 
sylvania. The operator had contested the 
tax as an unlawful discrimination against 
a person “simply because he lives on the 
wrong side of the mountain.” 


¥ 


FCC’s Television Frequency 
Dilemma 


She: knottiest problem facing FCC is 
still ultrahigh-frequency (UHF) tel- 
evision versus very high-frequency 
(VHF) stations, according to Chairman 
McConnaughey of the FCC. The chair- 
man said there had been only “sparse” 
criticism of the commission’s June 25, 
1956, order looking towards an eventual 
shift from VHF to UHF stations. Such 
criticism has come mainly from those with 
an existing financial interest in a particu- 
lar UHF station, which is facing unequal 
competitive advantages with one or more 
VHF stations. An ultimate shift to the 
UHF channels by all television stations 
represents the only way to provide “a na- 
tion-wide competitive television service to 
all the public,” he said. 

An industry-wide meeting is planned 
this fall to launch a research program to 
solve the technical problems facing UHF 
television. The commission does not pres- 
ently hold any hopes that UHF transmis- 
sion and reception can be developed in all 
respects to a point where UHF can render 
the technical performance attainable on 
very high frequencies. FCC does believe, 
however, that UHF transmission and re- 
ception have not reached their highest po- 
tential. On the other hand, the only 12 
possible VHF channels cannot provide 
the nation with adequate television serv- 
ice. FCC maintains that the 70 available 
UHF channels can be improved sufficient- 
ly to provide acceptable national television 
service. 
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Congress Fails to Act on 
Atomic Power 


Ox May 4th the Atomic Energy Com- 
mission issued construction permits 
for the Consolidated Edison and Com- 
monwealth Edison plants, and about three 
months later granted a permit for the con- 
struction of a third large plant at Lagoona 
Beach near Monroe, Michigan, by the 
Power Reactor Development Company, 
which is sponsored by 26 companies head- 
ed by Detroit Edison. On June 6th the 
AEC agreed to extend $5,000,000 finan- 
cial aid in connection with the proposed 
$34,500,000 Yankee Atomic Electric proj- 
ect in New England, so that the project is 
expected to get under way at Rowe, 
Massachusetts, next spring, for comple- 
tion by mid-1960. With relatively high- 
cost fuels in this area, the plant is expected 
to be competitive with coal and oil. 
Approval of the Michigan plant aroused 
some political controversy because this 
plant will be the first large “fast breeder” 
reactor. In giving the Detroit group a con- 
struction permit, the commission empha- 
sized that the permit is “a conditional one 
and that AEC can make no commitment 
to convert the permit to a license until it 
is satisfied on all safety matters.” Despite 
this strong hedge, Chairman Anderson of 
the Joint Committee on Atomic Energy 
(together with another Democratic com- 
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mittee member, Chet MHolifield)  tele- 
graphed Governor Williams of Michigan 
to halt construction of the project and 
asked President Eisenhower to withdraw 
the permit. The development company 
had already amended its application to 
promise an extensive start-up test pro- 
gram to establish safety of operation. 
AEC Democratic Commissioner Murray 
had disclosed on July 19th details of an 
advisory committee’s earlier reservations 
about the plant’s safety, and indicated seri- 
ous doubts whether the reactor could be 
placed in operation by the target date in 
1960. 

In reply, Walker L. Cisler, president 
of Detroit Edison and PRDC, stated “it 
would be unthinkable that we or anyone 
else would put in an atomic reactor not 
entirely safe.” Construction of the unit at 
Lagoona Beach, Michigan, was begun 
August 8th, with AEC Chairman Strauss 
eulogizing the vision and enterprise of the 
company. Mr. Strauss also stated that if 
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the opposition to the plant proved success- 
ful, it would weaken if not eliminate free 
competition in the building of atomic 
plants and would restrict development 
of the new industry to government 
monopoly. 


pieenen while critical of delays in the 

reactor program, failed to make much 
headway itself on atomic matters at the 
session which ended recently. No final 
action was taken on two bills which the 
private utilities were anxious to have en- 
acted—one to amend the Holding Com- 
pany Act to exempt subsidiaries formed 
to build atomic plants, and another author- 
izing federal insurance to cover heavy 
radiation risks. In connection with the 
former bill, the SEC’s amendment of Rule 
U-7 (announced July 13th) to provide for 
a class of companies not to be defined as 
electric utility companies may accomplish 
the objective sought. This would at least 
meet the special needs for financing new 
and experimental reactors, according to 
Chairman Armstrong, although after a 
project begins producing power the ex- 
emption would no longer apply. In any 
event, the rule gives the utility companies 
a breathing spell until Congress can take 
further action. 

Fortunately Congress also failed to en- 
act Senator Gore’s proposal that the AEC 
be given $400,000,000 to construct six 
nuclear power plants ; the Senate approved 
the bill 49 to 40, but it was killed in the 
House and the money was cut out of AEC 
funds. The main argument for the bill was 
that other countries—Russia and England 
—might get ahead of us if we left the job 
to private utilities. At present we are plan- 
ning to build eight major reactors with 
a total capacity of over 1,000,000 kilo- 
watts (including the proposed Florida 
plant) ; and Russia is said to be planning 
about the same number with a total ca- 
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pacity around 2,000,000 to 2,500,000 kilo- 
watts. Both countries plan to build various 
types of reactors, to study relative results. 
In opposing the bill, AEC Chairman 
Strauss insisted that we are well ahead 
of the Russians and the British and should 
be able to stay out in front. The utilities 
at the June EEI convention set up a task 
force to push atomic power reactor con- 
struction and enlist public support for the 
program. 


ou utilities have felt that the SEC it- 
self has been too slow in giving them 
the go-ahead signal on some of the big 
projects submitted a year or more ago. 
But regard for safety requirements was 
probably a major reason for the delay. 
The Democrats, in criticizing the delay but 
also holding out for more rigid safety re- 
quirements, seem inconsistent—if the pri- 
vate utilities with AEC guidance cannot 
do the job quickly and safely, with their 
long experience in constructing similar 
plants, how can the AEC alone be expected 
to do so? 

The AEC has also pointed out that from 
an economic angle it is better to make 
haste slowly. The present program is large- 
ly experimental, with different types of 
reactors being built by different utilities 
or groups, in order to find out which will 
be the most efficient under actual operating 
conditions. To force the issue by a huge 
federal program of hasty construction of 
a single type would confuse the issue. In 
any event, the Gore plan seemed a thinly 
disguised effort by the public power group 
to pre-empt the atomic field, just as they 
have tried to monopolize the hydro field. 
Such a program would duplicate the pres- 
ent well-advanced plans of the private 
utilities and divert needed technical per- 
sonnel from the projects now under way. 

Regarding the proposal for federal in- 
surance, a well-organized group of insur- 
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| ert than 90 million gas appliances valued at $16.4 billion are cur- 
rently in use in the United States. Of this nurrber, 71.5 million are 
served by utility gas and the remainder by LP or bottled gas. The 35 
million gas-using families average almost three gas appliances apiece for 
such home uses as cooking, heating, air conditioning, clothes drying, 
refrigeration, water heating, and incineration. 


ance companies has offered up to $65,000,- 
000 coverage for any one accident, and 
the proposed bill would add $435,000,000 
federal insurance designed to cover any 
widespread radiation hazard if nuclear 
material should be blown into the air. (The 
general public has been thoroughly 
alarmed by the discussion of radioactive 
fall out from atomic bombs.) Congress 
would also be asked to provide special 
aid to cover any losses in excess of $500,- 
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000,000. Consolidated Edison, Common- 
wealth Edison, and Westinghouse Elec- 
tric seem to have made reservations about 
testing or operating their new reactors 
without government insurance, but there 
is plenty of time in the interim for Con- 
gress to act. 


em, the utilities remain in- 
terested in the possibility of 
harnessing the so-called “‘H-bomb” power 











—substituting hydrogen fusion for 
uranium fission. Fusion of light elements 
would produce more power than fission of 
the heavy elements, has the advantage of 
a tremendous and relatively cheap sup- 
ply of raw material (heavy hydrogen 
from ocean water), and is relatively free 
of radiation risk. The only drawback is 
that it takes a temperature of perhaps 
100,000,000 degrees to start the process. 
The AEC has hundreds of scientists work- 
ing on “Project Sherwood” and promised 
early this year to give the utility com- 
panies access to the research progress 
made thus far; some 36 permits were is- 
sued allowing companies to see this highly 
secret data, but the information never was 
made available. On July 31st the rules 
were clarified, but it is still uncertain 
whether any of the 99 applicants (mainly 
utilities) have yet been allowed to see the 
data. Commenting on the fusion program, 
the commission’s recent semiannual report 
stated optimistically that while research 
is on a very long-term basis, “it is proba- 
ble that success will be achieved eventual- 
ly,” and added that a fusion reactor “gives 
the promise of being extremely safe.” 


ie the meantime some curious calcula- 
tions have appeared in a study by Dr. 
Hsue-Shen Tsien of the California In- 
stitute of Technology, who concludes that 
a single fusion plant could produce about 
five times the entire electric output of the 
United States. However, the reactor pro- 
posed by Dr. Tsien would involve a tank 
some 328 feet in diameter and ten times 
as long—with a flame about 200 feet in 
diameter and 400 feet long. The story ap- 
peared in the July issue of Jet Propulsion, 
the journal of the American Rocket So- 
ciety, and was summarized in “Science 
News Letter” of August 11th. 

At the sixty-eighth annual convention 
of the National Association of Railroad 
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and Utilities Commissioners, Retiring 
President Benjamin F. Feinberg, chair- 
man of the New York Public Service 
Commission, discussed the “fear psychol- 
ogy” associated with atomic plants and 
held that utility managements, regulatory 
bodies, and governmental agencies must 
all co-operate to develop safety standards. 
As to the future operation of atomic 
plants, he pointed out that the possibility 
of rapid obsolescence would introduce the 
problem of how the consumer and the 
stockholder should share in this expense. 

Harold S. Vance of the Atomic Energy 
Commission pointed to the remarkable op- 
erating record of the pressurized-water 
reactor in the Nautilus as strengthening 
the possibilities of atomic power. The sub- 
marine has operated for over a year and 
a half on its original fuel charge, cruising 
over 40,000 miles, and may go at least 
another 25,000 miles before refueling. Re- 
garding the chances for a nuclear reactor 
catastrophe, he pointed out that reactors 
operated by the AEC have recorded over 
seventy years of operating time without 
an accident or serious consequence. 


» 
New Developments at Niagara 


ee moves have occurred recently 
in the political ““game of chess” over 
the future development of power at Ni- 
agara Falls. Congress adjourned without 
any final action by the House on the Leh- 
man Bill (passed by the Senate) which 
remained bottled up in the Rules Commit- 
tee. 

On August 20th, Robert Moses, chair- 
man of the Power Authority of the State 
of New York, applied to the Federal Pow- 
er Commission for a license under § 4 (e) 
of the Federal Power Act to construct a 
huge Niagara power project. It would de- 
velop initial dependable capacity of 1,800,- 
000 kilowatts and an output estimated at 
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10.7 billion kilowatt-hours per annum; 
eventually capacity would increase to 2,- 
200,000 kilowatts, with an output of 13 
billion kilowatt-hours, including second- 
ary power. Cost of the project was esti- 
mated at $566,000,000, including $106,- 
000,000 for engineering and contingencies 
and $34,000,000 for interest at 63 per cent 


during construction. 


— MouHAwkK Power in the 
meantime has taken a step perhaps 
designed to strengthen its position and 
offset the Harriman-Poletti objection. The 
company announced August 27th that it 
has decided to rebuild Unit 3-A at the 
Schoellkopf station, which unit was not 
demolished by the rock slide, but damaged 
by fire and flood. This can be rebuilt at 
an estimated expense of only about 
$4,000,000 in a period of thirteen months, 
with the full output on a 60-cycle basis 
(nearly one-third of capacity of the unit 
was formerly 25-cycle). This would use 
about 7,000 cfs of water, which with the 
8,600 used at Adams would make a total 
of 15,600 cfs out of the 20,000 formerly 
used under the original license. 

In the meantime Niagara Mohawk Pow- 
er is purchasing 25-cycle power from the 
Ontario Hydro-Electric Commission to 
replace the lost power at Niagara sold to 
local industrial customers. The company 
reported earnings of $2.30 for the twelve 
months ended June 30th, as compared 
with $2.22 for the calendar year 1955. 
The stock had been selling recently around 
31 to yield 5.8 per cent. 

The authority’s application to the FPC 
contained no reference to the “preference 
clause,” which would be illegal under New 
York law. This clause was the major issue 
in the Lehman Bill. The application did, 
however, state that the authority “has the 
duty of fixing the rates charged consum- 
ers by the purchaser of project power in 


the contracts for the sale of such power.” 
It is a little difficult to see how the author- 
ity could regulate the rates charged by 
Niagara Mohawk if the power concerned 
should be intermingled with power pro- 
duced at company plants; only if it were 
sold as a block to one or more industrial 
customers does this seem feasible. There 
has also been some indication that the pub- 
lic service commission is concerned over 
this division of regulatory powers. 


io the application to the FPC, Chairman 

Moses of the authority refers to the 
market for the future output of the St. 
Lawrence project (now being construct- 
ed) and the Niagara project. The former 
will produce 750,000 kilowatts firm power 
initially, which together with the initial ca- 
pacity of Niagara would total about 
2,500,000 kilowatts. St. Lawrence firm 
power will be allocated about as follows: 
360,000 kilowatts to Alcoa and other 
heavy industries, 227,000 kilowatts to 
public power agencies, and 158,000 kilo- 
watts to private utilities (a substantial 
part of which, it is assumed, will go to 
Niagara Mohawk). 

Exhibit Q, which is here reproduced, 
was presented in the Niagara application 
to show that there should be an adequate 
load growth in New York state to absorb 
the output of both projects by the time of 
their completion. In the application Mr. 
Moses stated : 


On the basis of negotiations carried 
on by applicant with manufacturing 
organizations in connection with the 
sale of St. Lawrence power, applicant 
conservatively estimates that without 
any difficulty at all it could sell at least 
500,000 kilowatts of capacity to new 
industries which would be willing and 
anxious to start immediate construction 
of manufacturing plants at Niagara to 
take advantage of the low-cost power 
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which will be available when the proj- 
ect is completed. These industries are 
extremely high load factor industries. 


In addition, it was stated, municipalities 
in western New York would take at least 
50,000 kilowatts, and 250,000 kilowatts 
would also be required to replace the pow- 
er now being purchased from Canada by 
Niagara Mohawk Power, making a total 
of 800,000 kilowatts. Exhibit Q indicates 
an annual increase in demand for the west- 
ern New York area of about 160,000 kilo- 
watts, so that in the six years 1957 to 1962 
the remaining 1,000,000 kilowatts of the 
project’s initial firm capacity could be 
quickly absorbed. Some power would also 
be sold to adjoining states within the eco- 
nomic market area. 


, I ‘HE power situation at Niagara has 


now become so involved that “some- 


= 


thing must be done about it.” With Hell’s 
Canyon out of the way, the administration 
may take a more active interest next Jan- 
uary in getting the matter straightened 
out. Chairman Moses’ project, which will 
cost an estimated $312 per kilowatt for 
the initial capacity, seems very expensive 
compared with the cost of a steam-gen- 
erating plant of equal output. The Clifty 
and Kyger steam plants (OVEC) built 
by a group of private utilities under the 
leadership of American Gas & Electric to 
serve the AEC have a rated capacity of 
2,365,000 kilowatts, and the total cost in- 
cluding working capital is estimated at 
$385,000,000 or only about $162 per kilo- 
watt—slightly over half the estimated 
cost of the Niagara plant, despite the fact 
that the latter does not need to provide 
for a dam. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Divi 
dend 
Rate 


8/23/56 

Rev. Price 
(Miill.) About 
$ 4 
15 
16 
48 


200 
163 
71 
75 


Pipelines 

Alabama-Tenn. Nat. Gas 
Commonwealth Nat. Gas . 
E. Tenn. Nat. Gas 
Mississippi Riv. Fuel .... 
Southern Nat. Gas 

Tenn. Gas Trans. ...... 
Texas fast, Trans, ...... 
Tesas Gas TCans. 5...... 
Transcont. Gas P. L. ... 
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Averages 
Integrated Companies 
American Nat. Gas .... 
Arkansas-Louisiana Gas . 
Colo. Interstate Gas .... 
Columbia Gas System ... 
Commonwealth Gas .... 
Consol. Gas Util. ....... 
Consol, Nat. Gas ....... 
El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
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Panhandle E. P. L. ..... 94 
Pennsylvania Gas 2 
Peoples G. L. & Coke ... 
Southern Union Gas .... 24 
United Gas Corp. ....... 33 
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Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central El. & Gas 
Central Indiana Gas .... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana G. & Water .... 
Kings Co. Lighting .... 
Laclede Gas 

Michigan Gas Utils. .... 
MidSouth Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas 

Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas & Coke .... 
Portland Gas Light .... 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

South Jersey Gas 

United Gas Improve. ... 
Wash. Gas Light 

Wash. Nat. Gas ........ 
Western Ky. Gas 


NigBSRSkebeic 


ns 


ae en 
nS 
L130] SURNWVCASVORVG! uB_IEN 


m Ge 


— = I) i ee) 
OOW es 


NIN POP EE at et I ot 
SSSSSSASASKSSSSSS 


2 
8 
3 
3 
9 
24 
33 
8 
6 


PNVUMAUWAMNMNANRUNARAUNAUNUENAUNW AMM) Oboe 
SS Se eee enw eRe aor! SMe NGads 
Ss 


Sl avoSdos | 


A 
O 
O 
O 
O 
S 
O 
O 
O 
O 
O 
O 
O 
O 
O 
A 
> 
O 
O 
O 
O 
O 
O 
O 
O 
O 
S 
O 
O 
O 
A 
A 
O 
O 
S 
S 
O 
O 


3 


Averages 


= 


RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
Incr. . Approx. 
8/23/56 Div Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. Share % In- Earns. Earns. Pay- Stock 
(Mill.) About Rate teld LEarns.* crease 1951-55 Ratio out Equity 


Communications Companies 
Bell System 
$5,297 Amer. T. & T. (Cons.) ..183 
245 Bell Tel. of Canada .... 49 
40 Cin. & Sub. Bell Tel. .... 89 
187 Mountain Sts. T. & T. .. 128 
285 New England T. & T. .. 145 
715 Paene a ee L sckieesc's 139 
89 So. New England Tel. .. 


Averages i 16.4 
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Independents 


Anglo-Canadian Tel. ... 30 
British Columbia Tel. .. 
Calif. Interstate Tel. ... 
Calif. Water & Tel. .... 
Central Telephone 
Commonwealth Tel. .... 
Continental Tel. ........ 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel. .... 
Peninsular Tel. 
Rochester Tel. ......... 
Southeastern Tel. ...... 
Southwestern Sts. Tel. .. 
United Utilities 

West. Coast Tel. ....... 
Western Union Tel. .... 


0% $1.70De 7% 19% 17.6 
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Transit Companies 
Baltimore Transit 
Cincinnati Transit 
Dallas Transit 

Fifth Ave. Coach Lines . 
Greyhound Corp. ....... 
Los Angeles Transit .... 
Nat. City Lines 
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Phila. Transit 
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Water Companies 
Holding Compantes 
S American Water Wks. .. 


Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water A ... 
Jamaica Water 

New Haven Water 

Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Un. Water ... 
San Jose Water 
Scranton-Springbrook .. 
Southern Calif. Water .. 
West Va. Water Serv. .. 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. *Earnings are calculated on present number of shares outstanding, except as otherwise indicated. 
**On average shares. #July, 1955. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; S—September ; O—October; N—November ; De—December. (a)—Paid 
4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (d)—Paid 25 per cent stock dividend. 
(e)—Also paid 5 per cent stock dividend. (h)—Paid 25 per cent stock dividend. NC—Not comparable. 
NA—Not available. C—1952-55. D—Decrease. X—Deficit in 1951. 
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What Others Think 


Preference Clause Debate 


fg campaign platforms of both the 
Republican and Democratic parties 
espouse, in varying degrees, the so-called 
“preference principle” under which public 
agencies and co-op groups enjoy pre- 
ferred rights to power produced at govern- 
ment hydro and steam installations. The 
Democrats pledged ‘“‘once more (to) rigor- 
ously enforce the antimonopoly and pub- 
lic body preference clauses . . . adminis- 
tratively circumvented by the Eisenhower 
Republican administration. We shall pre- 
serve and strengthen the public power 
yardstick .. . under a policy of the widest 
possible use of electric energy at the low- 
est possible cost.” The Republican plat- 
form, on the other hand, reaffirms the 
Eisenhower “partnership” policy in fed- 
eral power development, and pledges “to 
support preference to public bodies and co- 
operatives under the historic policy of the 
Congress.” Such statements, despite dif- 
ferences of emphasis and stress, might 
seem to indicate that the “preference prin- 
ciple” is universally accepted and ap- 
proved as part of national policy. 

Nothing could be more misleading than 
this, as a review of the recent debate of 
the preference principle, staged by Mon- 
tana State University, will show. The sum- 
marized arguments for and against such 
policy can hardly convey more than an 
inkling of the verbal fireworks in which 


the six leading exponents of each position, 
at the university’s first annual Water Re- 
sources Conference, engaged. If readers 
of the party platforms and viewers of the 
political conventions could have sat in on 
the debate, they might well have a more 
accurate impression of the workings of 
preference principle. As demonstrated in 
Missoula, Montana, on July 20th and 21st, 
the preference clause in federal power leg- 
islation is a controversial issue. 

Speakers at the conference attacking the 
preference idea were Edwin Vennard, vice 
president and managing director of the 
Edison Electric Institute, Professor A. J. 
G. Priest, utility lawyer and professor of 
corporation and public utility law at the 
University of Virginia, and Francis P. 
Hill, partner in a Pacific Northwest law 
firm specializing in utility matters. Those 
defending preference in the sale of federal 
power were former FPC Chairman Leland 
Olds, Lawrence Potamkin, secretary of the 
National Rural Electric Co-operative As- 
sociation’s lawyers committee, and Gus 
Norwood, executive secretary of the 
Northwest Public Power Association. 


M* VENNARD led off for the electric 
utility company viewpoint on the 
preference clause issue. In his opinion, 
the 80 per cent of American citizens who 
purchase their power from the investor- 
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owned electric companies have been treat- 
ed unjustly in order that the remaining 20 
per cent of our citizens may stand to bene- 
fit from the operation of the preference 
clause. This injustice results from differ- 
ences in the operations of the electric com- 
pany and government power systems, he 
explained. Different rules—made by the 
government in both cases—govern the 
methods of operation of the two systems. 
On the one hand, he said, state or federal 
government commissions have control 
over certain electric company operations 
and regulate the price of the product. The 
government requires electric companies to 
pay taxes, and, by the nature of the Amer- 
ican economy, those companies must pay 
market prices for the money they use to 
build power-generating and distributing 
facilities. As in the sale of all commodi- 
ties, the ultimate consumer of electricity 
sold by the electric companies pays in the 
cost of the product the taxes and the costs 
of money paid in its production and dis- 
tribution. 


O* the other hand, the government does 
not require that its power projects pay 
the market price of money, Mr. Vennard 
stated. For example, TVA pays no inter- 
est on the almost $2 billion of taxpayers’ 
money donated to it by the Congress. In 
the instances where government power 
projects pay interest, the interest rate is 
considerably below the cost of money to 
the government. In another respect, the 
government establishes different rules un- 
der the two systems, he went on. Power 
companies are taxed by local governing 
bodies and are required to pay the regular 
federal income tax. On the other hand, 
he said, government power projects pay 
lower, if any, local taxes and are required 
to pay no federal income tax. 

Mr. Vennard thus concluded that the 
notion that government power, or so-called 
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public power, is cheap is a myth. There 
is nothing innate about government op- 
eration which makes it more efficient than 
business operation. As a result of tax and 
interest benefits, customers of government 
bodies, such as TVA, get their electricity 
at less than its cost to the government, at 
the expense of all taxpayers. The EEI 
official added it definitely appears there is 
a mistaken notion about this cheapness of 
government power. It should be called sub- 
sidized power, sold below cost to a favored 
few. 


P parenigueeeie power, so_ subsidized, 
when coupled with the preference 
clause in federal power legislation, in ef- 
fect makes any customer of a nonpublicly 
owned utility a second-class citizen, so far 
as federal power is concerned, Mr. Ven- 
nard declared. The company from which 
he buys power is denied federal power. 
His neighbor across the road served by a 
co-operative or municipality gets power 
for less than true cost while he, in his elec- 
tric rate, pays local, state, and federal taxes 
in a greater amount because his neighbor 
pays nothing toward these ends. 

In Mr. Vennard’s opinion, such dis- 
crimination is compounded by the fact that 
the special privilege created by the prefer- 
ence clause spreads like a disease, and the 
preference clause itself encourages the 
spreading. The so-called public bodies 
want it because of its subsidies, he said. 
More public bodies can get it because they 
have preference. Mr. Vennard found that 
in practice below-cost power pricing and 
the preference clause work together to en- 
courage the establishment of added local 
public power systems to qualify as prefer- 
ence customers under the law and at the 
same time to destroy the electric compa- 
nies. 

Mr. Vennard was encouraged by recent 
public opinion polls, however, which he 
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said seemed to indicate that the contin- 
uance of this preference and discrimina- 
tion may be attributed to the fact that only 
relatively few people are now informed on 
the subject. He declared that these meas- 
ures of the public attitude showed that 
when informed as to the facts, 70 per cent 
of public utility, municipal, and co-opera- 
tive customers expressed themselves as be- 
ing opposed to preference. Mr. Vennard 
found the results of these opinion surveys 
reassuring because, in his view, “prefer- 
ence thinking is the kind of thinking that 
results in the performance by government 
of those tasks which the American people 
should perform for themselves.” Prefer- 
ence leads to government operation of an 
important segment of the American pro- 
ductive economy when that segment, in Mr. 
Vennard’s opinion, can be better handled 
by free men without calling for govern- 
ment help. 


6 ber EEI official concluded his presen- 
tation by suggesting a remedy for the 
unjust and harmful discriminations of the 
preference clause. The remedy had two 
components. He said: 


The first lies in that great corrective 
of injustices and abuses—an informed 
public opinion. It depends upon the 
knowledge and then the wisdom, the 
good sense, and the sense of fairness and 
justice of the general public and of Con- 
gress. 

The second component of the remedy, 
briefly, lies in the amendment of the 
existing unfair legislation concerning 
the sale of power from federal genera- 
tion plants. Such amendments would re- 
quire that governmentally produced 
power (1) be sold at point of genera- 
tion, (2) be sold at its fair market value, 
and (3) be allocated in proportion to the 
number of rural, residential, and retail 


commercial customers served by the re- 
spective applicants for the power. 


M®* Norwoop opened the debate for 
those defending preference rights, 
stressing the consumers’ stake in the pref- 
erence clause, as found in federal power 
legislation. The clause, he said, is the key- 
stone of the federal hydroelectric laws in 
that (1) it facilitates nonprofit consumer- 
owned electric systems in extending the 
use of electric power at the lowest possible 
cost to their consumers; (2) it stimulates 
private electric monopoly corporations to 
extend service and increase their sales pro- 
motion with consequent benefit to their 
stockholders and consumers; (3) it facili- 
tates the various objectives of Congress, 
including comprehensive, multiple-purpose 
development of water resources; (4) it 
produces good results when and to the ex- 
tent it is implemented and enforced; (5) 
it is sound, just, and in the public interest ; 
and (6) it needs strengthening and better 
enforcement. 

As described by this speaker, federal 
hydro laws form an arch bridging the 
chasm between the people on one side and, 
on the other, the vast resources of the pub- 
lic domain. “At the center of this arch as 
the keystone to hold in proper place the 
entire structure is the preference clause,” 
he stated. In this view, it follows as a 
natural consequence that the preference 
clause is meaningless unless transmission 
lines are available. 

According to Mr. Norwood, the con- 
sumer is the forgotten man in the power 
distribution field, government in his view 
being primarily a confederation of pro- 
ducer interests. “He is supposed to be pro- 
tected by public utility regulatory commis- 
sions at both the state and federal levels. 
Unfortunately the regulation has been 
bad.” For a short time in the late 1930’s, 
regulation of utilities was vigorous, Mr. 
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Norwood admitted, in that over a billion 
and a half dollars of watered investment 
base was squeezed out of the capital struc- 
tures of electric corporations. But the ef- 
fort did not last long, he alleged. “Today 
the once great Federal Power Commission 
is testifying and indeed lobbying openly 
and frankly on behalf of the public utility 
monopolies which it is supposed to regu- 
late. A case in point is FPC’s support in 
its testimony of May 28, 1955, for up- 
stream benefit payments by the federal gov- 
ernment to private utilities under the pro- 
posed bill S 1574.” Of the same character, 
in the speaker’s opinion was FPC’s action 
allowing utilities to take advantage of 
rapid tax amortization provisions of the 
new Internal Revenue Code, which he as- 
serted gave “windfall: utility profits .. . 
not to consumers but to stockholders.” 


M* Norwoop felt that regulation of 


utilities has been very successful on 
behalf of stockholders, assuring them of 
dividends, no matter how inefficient the 
utility management may be, because “the 
rule of regulation is cost plus 6 per cent 
rate of return.” None of this benefit 
trickles down to the consumer, he said. 
When the National Association of Rail- 
road and Utilities Commissioners goes on 
record in favor of repealing the preference 
clause, “it looks like the fox is in charge 
of the chicken coop.” 

The preference clause is just a dead let- 
ter in the statutes unless it is implemented, 
the speaker remarked. He believed that it 
has not been fully enforced in recent years, 
an unfortunate development, since, in his 
view, the measure of performance of the 
electric utilities leaves much to be desired, 
while consumer-owned electric systems are 
promising a new frontier of electrical liv- 
ing by offering power to their users at 
one-third the national average price. 

In this respect, the preference clause has 


SEPTEMBER 13, 1956 


proven itself to be a veritable cornucopia, 
Mr. Norwood declared. In areas such as 
the Tennessee valley and the Northwest 
where it has been most fully implemented, 
the preference clause has had beneficial 
effects. It has facilitated rural electrifica- 
tion. Reduced electric rates. Stimulated 
increased use of power. Stimulated the 
formation and growth of electric co-op- 
eratives and public agencies. (Mr. Nor- 
wood assumed that this is a positive benefit 
in itself.) Facilitated the congressional 
program of multiple-purpose comprehen- 
sive development of water resources. In- 
creased national defense productivity. En- 
larged the gross national product. Boost- 
ed federal tax collections. Strengthened 
local governmental units. Checked electric 
utility monopoly. In all these respects, Mr. 
Norwood maintained, “the preference 
clause is paying off.” 


N= the less, he felt that preference 
clause legislation should be improved 


in the following respects: 


1, The objectives of Congress should 
be clearly set forth such as: “For the 
purpose of improving navigation, con- 
trolling floods, and generating electric 
energy, and in order to provide for the 
marketing of electric energy so as to en- 
courage the widest possible use, at the 
lowest possible cost, consistent with 
sound business principles, and to prevent 
monopolization by limited groups. . .” 

Secondly, the preference clause it- 
self should be clearly and fully stated, 
so as to apply “at all times,” be protect- 
ed by a 5-year withdrawal clause in pri- 
vate utility contracts, insure resale rate 
control in private utility contracts, and 
finally to provide preference or potential 
preference customers a reasonable time 
and opportunity to authorize and issue 
bonds and otherwise qualify as a prefer- 
ence purchaser. Sale to industry should 
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be stated to be a secondary purpose as in 
the TVA Act. 

Thirdly, the preference clause should 
be implemented by authorizing and 
directing the administrator to build 
and operate transmission lines and sub- 
stations and appurtenant facilities and 
structures. Section 2(b) of the Bonne- 
ville Act is a good pattern. The admin- 
istrator should also be specifically au- 
thorized to construct lines to furnish 
construction power at new dams. 

Fourthly, the preference legislation 
should specify a system of rate adminis- 
tration which will prevent the present 


abuses where peaking and firm power is 
being sold to private utilities at dump 
power rates. Such rate administration 
requires adequate authority in the hands 
of the administrator to insure that no 
other federal agency grants right of 
way over federal lands or any federal 
licenses or privileges unless the company 
assures the federal government of 
wheeling or common carrier service of 
power to all preference customers. 


In Mr. Norwood’s opinion, the test of 


a good preference clause is whether it fa- 
cilitates the flow of benefits of the publicly 
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owned resource to the people who are the 
owners. 


ane different view of the pref- 
erence clause, its historical back- 
ground and practical effects, was presented 
by a utility lawyer, Francis P. Hill. He 
took the view that Congress has not been 
able to formulate any consistent power- 
marketing policies. To the contrary, he 
stated, “There have been many different 
preference clauses and many different 
kinds of preference in many different 
statutes . . . there never has been a con- 
sistently uniform preference clause nor a 
consistently uniform interpretation of the 
preference clause—nor for that matter has 
it ever attained a consistently uniform 
meaning. Like Humpty Dumpty in Lewis 
Carroll’s delightful Alice in Wonderland, 
the preference clause has unfortunately 
come to mean only what a particular per- 
son intends it to mean—nothing more or 
less.” 

Mr. Hill explained that the original 
preference clause, whatever its origin, gave 
preference only to the use and not to the 
user of surplus power. The language “mu- 
nicipal purposes” in those days, as today, 
meant public or governmental purposes as 
distinguished from private purposes. In 
this opinion, preference in the sale of sur- 
plus power for municipal purposes simply 
meant that the public services of the com- 
munity, whether provided by public or pri- 
vate agencies, were to be favored over 
other users of surplus power. 

During the period from 1906 to 1938, 
the speaker added, various acts gave pref- 
erence at first to certain kinds of uses of 
power and later to certain classes of users 
where justified in the public interest. Pref- 
erences did not become mandatory but 
were to be recognized only where all other 
relevant facts were equal. These early 
statutes, he felt, should offer little com- 
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fort to present-day advocates of a prefer- 
ence clause, insisting on an absolute right 
to power from government projects with- 
out regard to the general public interest. 


 pmtarone as this period drew to a close, 
a subtle movement to make the pref- 
erence clause an instrument for promoting 
socialization of the power field began to 
develop, according to Mr. Hill. Possibili- 
ties for using the preference clause as a 
device to promote public ownership began 
to be recognized. Furthermore, the speak- 
er went on, proponents of public power 
began to insist that Congress not only pro- 
vide preference in the sale of power from 
federal projects to public bodies and co- 
operatives, but also assume responsibility 
for bringing power to them and supplying 
whatever power they needed in the future. 
As stated by Mr. Hill, the government was 
simply asked to accept a complete utility 
responsibility in so far as preference cus- 
tomers were concerned. They still insist 
that the government should assume full 
responsibility for supplying the needs of 
preference customers and that without this 
the preference provision will become mean- 
ingless. 
As this speaker saw the situation, 


The preference clause has been de- 
fended by promoters of public power as 
a means of assuring small customers a 
modest share of government power. It 
has been justified as an antimonopoly 
provision—designed mainly to prevent 
complete domination by private utilities 
of power from government projects. 
Without it they have been pictured as 
completely at the mercy of the private 
utilities. 

In practice the preference clause has 
been used to force local areas into pub- 
lic ownership under the threat of getting 
no power from the federal government 
unless they do, and to build a public 
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power monopoly while ostensibly pro- 
tecting a private one. .. . 

Pressure of this kind, exerted under 
guise of carrying out the policies of Con- 
gress, was largely responsible for driv- 
ing private utilities from the TVA area. 
It also played an important part in so- 
cializing substantial areas in Washing- 
ton and some areas of Oregon. If al- 
lowed to continue unchecked, it could 
some day result in complete monopoliza- 
tion of the field by public power. 


= to statistics presented by Mr. 
Hill, preference customers have been 
taking an increasing amount of the power 
from federal projects in recent years. 
Starting in 1946, when all of the principal 
federal projects were in operation, pref- 
erence customers took 38.3 per cent of the 
power available to nonfederal users, he 
said. This ratio steadily increased until in 
1953 it was 52.2 per cent. Meanwhile, he 
added, the privately owned utilities in 
1946 received 33.3 per cent, and in 1953, 
only 18.5 per cent. On the other hand, the 
statistics showed industrial customers re- 
ceived relatively the same amount during 
this period, having taken 28.4 per cent in 
1946 and 29.3 per cent in 1953. After 
1963, no firm power will be available for 
privately owned utilities from the Bonne- 
ville Power Administration, unless Con- 
gress authorizes additional projects, Mr. 
Hill noted. He added: 


The trend evidenced by these figures 
becomes even more significant with low- 
cost hydroelectric sites becoming fewer 
and fewer, and public power advocates 
insisting that those remaining be devel- 
oped by the federal government alone. 
Almost every attempt by private utili- 
ties to obtain the necessary authoriza- 
tion to construct hydroelectric projects 
meets with resistance from public pow- 
er. Proposed projects at Hell’s Canyon, 


John Day, Mountain Sheep-Pleasant 
Valley, Pelton, Swift, Green Peter, and 
others here in the Pacific Northwest 
have been bitterly opposed by those seek- 
ing to advance public power. If only the 
federal government is to build these 
projects and all power from them is to 
be reserved for preference customers, it 
would only be a matter of time until 
there will be nothing left for the private 
companies to distribute. 

The preference clause operates with 
telling efficiency under two conditions: 
(1) where there is not sufficient power 
within the area to meet demands, and 
(2) where the cost of additional power 
to meet demands is very high... . 

I firmly believe it is the inherent right 
of the people in any given area of 
the country to decide for themselves 
whether they wish to be served by a 
publicly owned, a co-operatively owned, 
or a privately owned utility. Their deci- 
sion in this matter should be based upon 
the relative merits of each utility alone. 
In my opinion the federal government 
has no moral right to influence this deci- 
sion by offering special privileges to one 
type of utility as compared with the 
other. Its policy should be to assure 
equal treatment for everyone. 


Mr. Hill remarked at the conclusion of 
his formal presentation that he thought it 
clear that electric power from these great 
federal projects, which have been paid for 
equally by the people, should be shared 
equally by the people, whether brought to 
them by public or private agencies. 


RECA lawyer Lawrence Potamkin 

next took the opposite view, arguing 

that preference rights are in fact owner- 

ship rights. He sought, by examination of 

the basic principle underlying the prefer- 

ence provisions, to demonstrate that pref- 
erence grows from basic rights. 
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At the outset, he remarked that the so- 
called preference provisions of the federal 
statutes create only a priority in the right 
to purchase the power generated at feder- 
ally owned installations. There is no price 
preference and the provisions come into 
play only when another type of user of 
electric power, such as a large industrial 
user or a commercial power company, and 
a co-operative or public body both want 
to buy federal power and there is not 
enough for both. In such a case, the co- 
operative or public body would be given 
the first opportunity to purchase what it 
needs. Thus, he said, it would be more ac- 
curate to speak, not of preference, but of 
first availability of the power to nonprofit 
distributors when there is not enough for 
everyone. 


— of the fundamental basis for 


the preference principle, Mr. Potam- 
kin said : 


With respect to the hydroelectric gen- 
erating facilities owned and operated by 
the government, the government owns 
these facilities, not as a company or an 
organization separate and apart from 
the people, but only as trustee for the 
people, and the beneficial ownership of 
those facilities remains with the people. 
It follows, therefore, that when the gov- 
ernment makes the benefits of such in- 
stallations available, it must make them 
available for the direct and immediate 
benefit of its citizens and not through 
the medium of a profit-making organi- 
zation which will exact its toll from the 
people. The stated purpose in the vari- 
ous statutes dealing with the subject is 
that the electric power and energy mar- 
keted by the government shall be mar- 
keted so as to bring the maximum bene- 
fit of it to the people—so as to encour- 
age the most widespread use by the 
people at the lowest cost. 
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This is not a policy developed out of 
the abstract thinking of the Congress, 
It is merely a statement of what would 
be implied, of what would be applicable, 
even if that language were not used. It 
is, in fact, merely the statement of a 
cardinal principle governing the rela- 
tionship of a trustee to the beneficial 
owner. 


nen the government rightly has not en- 

tered the retail power business, the 
speaker continued, the people, as beneficial 
owners of the power, cannot individually 
purchase and take delivery of electric 
power from the government. Accordingly, 
they have often organized citizens’ co-op- 
eratives and public bodies, for the purpose 
of serving themselves with power. Cer- 
tainly, said Mr. Potamkin, they are as en- 
titled to the same rights of purchase 
through this joint action as they would 
have had as individuals if purchase at re- 
tail direct from the government were pos- 
sible. Those citizens who have placed 
themselves in the position to exercise their 
rights of beneficial ownership cannot be 
denied the opportunity to exercise those 
rights. 

It follows, in Mr. Potamkin’s view, that 
the so-called preference for co-operatives 
and public bodies is not a preference at all. 
It is merely the recognition of the rights 
of an owner to use his own property. 
“These public bodies and co-operatives 
that the people have created to serve them- 
selves with electric power are nothing 
more than the people doing as a group 
what they cannot do individually—but it 
is nevertheless the people.” 

The NRECA lawyer declared: 


The unfortunate use of the word 
“preference” and the mistaken reason- 
ing to which this has often led, has 
caused apprehension among some peo- 
ple as to whether this first availability 
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to the organizations of the consumers 
operates as a discrimination against 
those consumers who purchase their 
power from commercial companies. 
There is no such discrimination. 

In a civilization as complex as ours, 
it is never possible for any rule or law 
or principle to provide exactly equal 
benefits for all people. This fact, how- 
ever, should never lead us to take the 
negative step of denying the rights of 
ownership to those owners who are able 
to use the benefits of ownership merely 
because there are other owners who 
cannot obtain those benefits. . . 

It is a function of our government to 
use our natural resources for the direct 
and maximum benefit of the people. It 
can, of course, do that only where the 
natural resources exist. It follows that 
the people living in the area where the 
natural resource exists will get the first 
and most direct benefit from it. This is 
a necessary and unavoidable circum- 
stance, and advances no reason why 
such immediate and direct benefit 
should be denied to those citizen owners 
who can use it. 


Me PoTAMKIN alleged that electric 
power companies had no legitimate 
reason to complain of the preference pro- 
visions, because as monopolies, they do not 
operate under either of the basic elements 
of the free enterprise system; namely (1) 
the right to earn greater profits through 
superior functioning and greater efficiency, 
and (2) the regulating effect of competi- 
tion. 
3v being a monopoly, according to 
Mr. Potamkin, the electric power com- 
pany ceases to be part of the free enter- 
prise system and so has no claim to the 
freedoms and privileges of a free enter- 
prise business. 

The speaker maintained that the most 


absurd charge made by the power com- 
panies and their spokesmen is that the 
preference provisions invite socialization 
of the power business. In his view, sociali- 
zation includes only government activity 
in the free enterprise type of business, and 
the public is deluded by false reasoning if 
it identifies public ownership of essential 
public utilities with Socialism. 

Mr. Potamkin concluded his remarks 
by saying that the destruction of the pref- 
erence clause would be the most effective 
single step in the destruction of many fine 
municipal and co-operative systems. It 
would be, to his thinking, a giant stride 
toward the complete monopolization of 
power facilities by the private power com- 
panies. The easy final steps would bring 
the historic consequences of monopoly— 
higher prices and poorer service. 


A the debate presentations continued, 
Professor A. J. G. Priest gave the 
audience an entirely contrary picture of 
the preference clause. He took as his text 
a New York Times editorial statement 
printed in reaction to congressional effort 
to pass Niagara project legislation in the 
last session of the 84th Congress. The pa- 
per stated editorially at that time: ‘The 
preference clause is unfair and seems to us 
to invite socialization of the power distri- 
bution business.” 

Professor Priest added to this his view 
that the preference clause was unjust and 
anachronistic. He said: 


Just why should the very possibly 
charming citizens of Tacoma, Seattle, 
or Nashville, Tennessee, enjoy all the 
benefits of tax-subsidized, virtually tax- 
free electric energy while you in Mis- 
soula and my Virginia neighbors and 
I and approximately 80 per cent of the 
nation’s other electric customers, pay 
rates which properly reflect the substan- 
tial local, state, and federal taxes paid 
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by the investor-owned companies which 
provide our service? 

Many of you who have heard these 
panel discussfons surely must now be 
fully aware that you and millions of 
other Americans like you are paying the 
bill for so-called cheap power in Seattle 
and Memphis. What the citizen of 
Seattle saves on his electric rate, a fel- 
low citizen in Missoula makes up in his 
taxes and in the higher rate which he 
must pay to an investor-owned electric 
utility, in your case the Montana Power 
Company, which turns over to the tax- 
gatherers 30 cents from its every dollar 
of revenue... . 

Is the preference clause unfair? Is 
it unjust? Those alone support it who 
benefit by it, directly-or indirectly, who 
don’t want to lose their nice, striped 
candy, or who believe in the socializa- 
tion of the electric utility industry. Pref- 
erences for veterans (and I speak as 
one of them)? Yes, but for all veter- 
ans! Price subsidies for farmers? Yes, 
but for all farmers! Preferences for 20 
per cent of American electric customers 
at the expense of the 80 per cent? Non- 
sense! Who said just? Who said fair? 
Who said decent? 


Professor Priest also declared the pref- 
erence clause anachronistic—incongruous 
in point of time with its surroundings. 


i fers speaker recalled that for more 
than twenty-five years the preference 
requirement was interpreted to mean that 
if, when an agency was ready to dispose 
of power from any multipurpose project, 
there were two potential purchasers, one 
a public body and the other an investor- 
owned utility, making equally satisfactory 
offers, the offer of the public body was to 
be accepted. But there was, he said, no ob- 
ligation to prefer the public body or to re- 
serve power for it or to assist it in any 
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way, if the power could be disposed of to 
the better advantage of the project which 
produced it. “The preference clause did 
not become anachronistic or ‘incongruous 
in point of time with its surroundings’ or 
out of step with our free enterprise con- 
cepts, or a menace, if you will, until, under 
the influence of Secretaries Harold L. 
Ickes and Oscar Chapman and others like 
them, it began to be used as a weapon to 
strike down, to socialize, the electric util- 
ity industry.” 
Professor Priest continued : 


I am an old public utility lawyer as 
well as a teacher of that subject and 
there is nothing that so sharply irritates 
me, nothing that seems to me so com- 
pletely fallacious, as the observations 
made from time to time by our public 
power friends to the effect that any in- 
terpretation of the preference clause 
other than theirs would leave prefer- 
ence customers “at the mercy of the 
private power companies.” (This is) 
nonsense libeling the effective agencies, 
state and federal, including the Federal 
Power Commission . . . which have im- 
posed strict and often onerous regula- 
tion upon investor-owned electric utili- 
ties in this country. 

I offer this advice to any customer, 
preference or otherwise: If the utility 
which serves you is not being properly 
regulated by the state commission or 
the federal commission which has ju- 
risdiction in the circumstances, lift up 
your heads and exercise your rights as 
free, intelligent, politically competent 
Americans. Through your authorized 
representatives in Washington or your 
state capital, fire the regulators. And 
then get somebody who will do the job. 


r | ‘HE speaker pointed out that public 
utilities do business at cost. They are 
entitled to charge rates which will afford 
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“JUST A LITTLE DISCUSSION OFFICER—ON HOW TO 
USE ATOMIC POWER PEACEFULLY” 


them an opportunity to earn their over-all 
operating expenses, including wages, 
taxes, maintenance, and depreciation, and 
their capital expenses, or a reasonable 
rate of return upon the depreciated cost 
or fair value of the property which they 
have dedicated to the public service. In 
some jurisdictions, fair value is required 
to be considered in determining the base 
upon which a reasonable return may be 
earned, he added, but before the federal 
regulatory bodies, in New York and in 


many other states, electric utilities are re- 
stricted to actual cost figures. 

In illustration, Professor Priest said 
that an investor-owned electric utility ap- 
pearing before the New York commission 
would be permitted only to charge what 
it hopes will enable it to recover its ag- 
gregate expenses, including capital ex- 
pense measured by a reasonable rate of 
return on the dollars which it has legiti- 
mately invested in properties used and 
useful in the public service. That is a cost 
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standard, he explained. If electric rates in 
New York are materially below that 
standard, they should be increased; if 
they are substantially above that standard, 
they should be reduced. And, Professor 
Priest asserted, any customer or group of 
customers or any public utility which may 
feel aggrieved when that yardstick is ap- 
plied should complain both loudly and ef- 
fectively. The speaker granted that, like 
other human institutions, utility regula- 
tion has its areas of greater and lesser po- 
tency, but felt that over-all it has played a 
magnificent part in the development of 
our extraordinary living standard. 


N the speaker’s opinion, government 

power advocates make an unfounded 
claim when they suggest that their con- 
cept is largely responsible for the phe- 
nomenally low price of electric energy as 
compared with other items in the Amer- 
ican budget. Of course, he said, rate re- 
ductions have been made by investor- 
owned companies on occasion to meet the 
threat of public power, but it is the regu- 
latory concept, the service-at-cost concept, 
which is basically responsible for bring- 
ing electric rates down and keeping them 
there. 

Professor Priest supported this opinion 
with the statement that electric rates were 
reduced much more rapidly in the period 
from 1912 to 1932, “before the TVA was 
even a gleam in Senator Norris’ eye,” than 
in the period from 1932 to 1952. Using a 
residential bill of 100 kilowatt-hours per 
month for purposes of illustration, the 
national decrease in price per kilowatt- 
hour bought was 42.5 per cent between 
1912 and 1932, as contrasted with 21.7 
per cent in the two following decades. 

Professor Priest stated that that job 
was done by the investor-owned utilities 
themselves, in collaboration with the 
great manufacturers of electrical equip- 
ment and under the strict regulation im- 
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posed upon all public utilities by law. 
Credit outside the industry is due far 
more to forceful and effective regulators, 
he said, than it is to all the prophets of 
public power who ever used arithmetic to 
obscure rather than to enlighten. 

The speaker returned to the fact that 
80 per cent of the electric generation and 
distribution in the United States is inves- 
tor owned and to stress again the magnifi- 
cent job he thinks electricity has been do- 
ing for all American citizens. Figures 
quoted showed that the household user 
paid only one per cent of his disposable 
personal income for electricity in 1952, as 
compared with 1.2 per cent in 1939. The 
manufacturer spent only .6 of one per 
cent of the cost of his finished product for 
electricity in 1952, as compared with 1.4 
per cent in 1939. Figures for 1955 com- 
pare favorably with those for 1952, he 
added. 

“If we are going to have preference 
clauses, if we are going to be unjust to 80 
per cent of the purchasers of a single 
product, why must we assail an industry 
which has so astonishingly served the pub- 
lic welfare?” Professor Priest asked, in a 
final rhetorical question. “I submit,” he 
said, “that we Americans don’t like fa- 
voritism, that we don’t like preferences, 
that our sense of fairness (which is a na- 
tional characteristic) will dispose of the 
electric preference clause when the people 
finally are made to understand how that 
preference clause has been applied and 
misapplied, at their expense, for the bene- 
fit of a select few. Perhaps almost all the 
people can be fooled for twenty-five years, 
or even fifty, but surely that is long 
enough. This gravy train has been operat- 
ing with no brakes whatever. It is high 
time they were installed and then applied!” 


I“ a subsequent speech, former FPC 
Commissioner Leland Olds took a fa- 
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vorable view of the preference principle 
as an effective way of preventing or con- 
trolling private monopoly or monopolistic 
price fixing, which he said can be best at- 
tacked through some form of public or 
co-operative competition. He asserted 
that the “supposedly regulated” power 
companies have convinced state regulato- 
ry commissions that they have a vested in- 
terest in protecting private monopoly 
against this very public competition which 
renders regulation more effective. The 
tendency of regulation to foster monopo- 
ly and protect monopoly price fixing he 
regarded as just a natural concomitant of 
the attempt to deal with monopolistic 
pressures through regulation. 


,* this view, a fundamental weakness in 

regulation as a means of controlling so- 
called natural monopolies, which include 
electric power systems, is due to the static 
approach taken by regulation to the de- 
termination of reasonble rates. He said 
the regulatory approach consists largely 
in determinations as to whether the profits 
on last year’s limited business represent 
more or less than a fair return on some 
rate base. Where there is no competition, 
regulation lacks cost standards as a basis 
for determining rates. In general, it must 
assume that the actual costs shown on the 
books of the companies are reasonable. It 
cannot base rate orders on the important 
fact that unit costs of electric service come 
down very rapidly when a dynamic sales 
policy causes rapid increase in average 
sales. 

The former FPC commissioner pre- 
sented examples to show “there is plenty 
of evidence” over more than fifty years 
of regulatory history that increasingly 
powerful utility corporations have used 
their political influence and their ability to 
tempt commissioners and their staff ex- 
perts at the same time that they have 


sought to convince the public that it can 
depend on regulation to protect its inter- 
ests, and need not look to federal power 
marketed under the preference provision 
for added assurance. 


— the former FPC chair- 
man stated, under the American sys- 
tem, regulation of utility monopolies has 
always been supplemented by the recog- 
nized right of any American community 
to undertake utility service through some 
form of public or consumer ownership. 
This right, he said, is inherent in the pub- 
lic character of the industry under the 
law. As a result, the American system of 
power supply has always been a mixed 
system, including both public, private, and 
more recently co-operative conduct of the 
power business. The competitive influence 
of either actual or potential public owner- 
ship on a local basis has always been pres- 
ent. Mr. Olds continued: 


The preference provision in federal 
power-marketing law embodies a legiti- 
mate partnership of the federal govern- 
ment with local communities. It is an 
essential means for preserving the eco- 
nomic possibility of public or co-opera- 
tive competition as a check on what 
would otherwise become overweening 
private monopoly, controlling the most 
important public business affecting our 
agriculture, our industrial employment, 
our living standards, and our strength 
in the modern world. 

I say the preference provision em- 
bodies a legitimate partnership of the 
federal government in the field of elec- 
tric power because government is op- 
erated for service, not for profit, and 
should only enter into partnership with 
state and local government agencies or 
other nonprofit organizations similarly 
operated for service, not for profit. In 
its huge highway program the federal 
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government does not enter into partner- 
ship with monopolistic private toll-road 
corporations but with states and their 
political subdivisions. 

Federal or state partnership with 
private enterprise, in which the interest 
of the stockholders takes precedence 
over the interest of consumers, is not in 
the public interest. Where it fosters 
monopoly in the power business it 
should be ruled out as the practice of 
monopoligamy. 

The joint construction of a multipur- 
pose project by the federal government 
and a power company operated for 
profit or the sale of power from a non- 
profit federal power plant without a 
preference to the people’s nonprofit 
electric systems represents gross dis- 
crimination against the people’s right to 
choose public or co-operative electric 
service and in favor of private monop- 
oly’s domination of the power business. 

I sometimes think that the private 
power companies fail to realize the 
choice which their attack on the prefer- 
ence provision is requiring the Ameri- 
can people to make. Actually, without 
the competitive influence of the prefer- 
ence principle the people would ulti- 
mately be forced to choose between 
giant private power monopoly and fed- 
eral responsibility for regional power 
grids, from which all local electric sys- 
tems—public, co-operative, and private 
—would be assured the supplies of low- 
cost energy necessary to meet their ex- 
panding requirements. 

The latter would, of course, com- 
pletely answer the power company 
charge of discrimination, and it would 
be the only answer fully in keeping with 
the public interest and the American 
tradition. 


N considering the part played by the 
preference provision in providing an 
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effective check on private monopoly in the 
power industry, Mr. Olds said his audi- 
ence should realize that the issue is not 
primarily concerned with small savings to 
consumers on their present limited use of 
electricity. It is concerned, he said, rather 
with breaking the restriction on use which 
results from unnecessarily high rates. The 
former FPC commissioner felt that this 
matter of breaking the scarcity economics 
of monopoly and so developing the enor- 
mously expansive market for electricity is 
perhaps the most important contribution 
of antimonopoly federal power policy, 
with its preference to public bodies and 
co-operatives. He explained that under 
this policy the federal government takes 
responsibility for assuring sufficient re- 
gional wholesale power supply to exer- 
cise a direct or an indirect influence over 
what communities choosing public or co- 
operative power must pay for their supply. 

On the other hand, Mr. Olds declared, 
the evidence is clear that should the power 
companies succeed in their drive to destroy 
the competitive influence of federal power 
programs, including the preference to 
nonprofit systems in marketing the power, 
small consumers, particularly homes and 
farms, should almost certainly look for- 
ward to paying at least one to two billion 
dollars a year more for their electric serv- 


ice. 
| the period following World War II, 
the investor-owned power companies 
have begun to respond to the competitive 
stimulus of the federal power-marketing 
program, marketing power under the 
preference provision, in the speaker’s 
view. 
He said evidence of this response may 
be summarized as follows: 
1. The companies under the competi- 


tive influence of federal power have be- 
gun to recognize the dynamic character 








of the market for electricity, particular- 
ly the expansibility of the use of elec- 

tricity in the home and on the farm with 

its stimulus to sales of electric appli- 

ances up to and including electric space 

heating. This is largely a response to 

the TVA demonstration. 

2. The companies have been stimu- 
lated by the TVA steam plant program 
to take new steps forward in economy 
of steam station construction and effi- 
ciency of fuel utilization, opening the 
way to lower-cost steam power in spite 
of rising construction costs. The com- 
petitive influence of the application of 
the remarkable TVA personnel setup to 
design and construction of steam elec- 
tric stations will thus eventually benefit 
the entire country. 

3. The companies have been stimu- 
lated by the competitive influence of the 
TVA and Bonneville systems to move 
belatedly toward incorporating the 
“giant power” concept of the Pinchot 
1925 survey into the organization of 
the investor-owned segment of the 
power industry. They are moving to- 
ward realizing the economies of jointly 
owned giant steam stations and hydro 
plants, linked together by transmission 
grids designed to supply many com- 
panies in an area or region, and financed 
largely with bonds to assure low-cost 
power supply. 

4. This has followed demonstrations 
by the TVA and Bonneville systems, as 
well as by the Rural Electrification Ad- 
ministration, of transmission and rural 
line economies which have contributed 
greatly to the possibility of both low- 
cost grid power supply and economical- 
ly feasible area-wide rural electrifica- 
tion. 


The more enterprising outlook of the 


investor-owned power companies, stim- 
ulated by the competitive influence of 
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federal power during the 1933-53 pe- 
riod, is reflected in the fact that from 
1948 to 1954 they increased their in- 
stalled generating capacity by 33,721,- 
000 kilowatts, thus providing nearly 70 
per cent of the 49,270,000 kilowatts of 
added capacity required by the country 
during the period. Even if we deduct 
the portion of so-called investor-owned 
capacity provided by taxpayer subsidies 
through quick amortization tax certifi- 
cates, totaling over $1 billion, it appears 
that the companies still provided a some- 
what larger proportion of the country’s 
expansion than in the 1933-45 period. 


M®* Otps referred to Mr. Vennard’s 
allegations that government power 
is subsidized power as a “publicity slogan” 
without substantial foundation. He said 
the Hoover Commission report on water 
resources and power, which found that 
the combined federal power systems have 
been subsidized to the extent of $332,000,- 
000, included a “phoney” computed tax 
figure. These systems have stimulated re- 
gional economies, he said, substantially in- 
creasing thereby tax revenues collected in 
those areas. 

As a final note, Mr. Olds reiterated his 
view that the legitimate yardstick for 
costs and rates is a public, not a private, 
yardstick. It is properly based on cost re- 
lated to use of public credit without add- 
ing the equivalent of private profits and 
profit taxes, he insisted. Present calcula- 
tions of “fair return” are “unquestionably 
too high for any risks inherent in the busi- 
ness, reflecting rather the added risks in- 
curred by small investors entrusting their 
savings to financiers with other objectives 
than public service. Studies of variations 
in costs and rates among the companies 
indicate to the satisfaction of this speaker 
that it is the private, not the public, yard- 
sticks which are rubber.” 
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The former FPC commissioner 
summed up his position by stating that 
the American system of public competi- 
tion in the electric power business, of 
which the preference provision has _ be- 
come an absolutely essential part, has 
proved an effective supplement to regula- 
tion in checking monopoly in this field. If 
the public character of the industry is to 
be preserved, he said, we cannot afford to 
see the preference principle weakened or 


eliminated. He warned that the only al- 
ternative to its active application in the 
marketing of federal power would be ac- 
ceptance of federal responsibility for 
meeting the expanding regional power re- 
quirements of all systems, whether public, 
co-operative, or private. And this, he said, 
may be the ultimate answer, if the inves- 
tor-owned utility attack on existing power 


policy continues. 
—E.W.P. 





Notes on Recent Publications 


DISASTER PLANNING FOR WATER UTILITIES. 
The importance of restoring water and 
sewerage utilities following enemy attack 
upon American cities and towns or after 
natural disasters is highlighted in a new 
booklet, “Emergency and Disaster Plan- 
ning for the Water and Sewerage Utili- 
ties,” published by the Business and De- 
fense Services Administration, U. S. De- 
partment of Commerce. 

Outlined in the publication are meas- 
ures which are recommended to be taken 
as quickly as possible after disaster strikes. 
Such measures were included in the book- 
let only after months of study that re- 
viewed activities of already proven value 
in emergencies. 

Strong emphasis is placed on establish- 
ing in advance and as soon as feasible 
mutual aid agreements and arrangements 
with adjacent water and sewerage utility 
management in the same or adjoining 
states. 

Channels of authority to assure con- 
tinuity of management and operations 
would be established in collaboration with 
local, state, and federal civil defense or- 
ganizations, empowered to act immediate- 
ly after a disaster. 

For the past eighteen months BDSA 
has conducted an intensive industrial de- 
fense program, with the result that many 
industries and individual companies now 
are better prepared than ever before to re- 
sume operations after disaster. In each 
case an adequate water supply was con- 
sidered of paramount importance. 

Preparedness programs suggested by 
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the new publication stress the planning by 
each utility for storage of records, suc- 
cession of management, duties of person- 
nel, availability of man power, materials, 
and equipment, all vitally needed to restore 
service following disasters. A suggestion 
is made that, through a supervising engi- 
neer chosen to co-ordinate state or regional 
activities, information be exchanged by 
utilities. 

Sample forms for reporting these 
data and plans, and also a list of suggested 
reference material pertinent to emergency 
planning for water and sewerage utilities, 
are included. 

The material in the booklet was pre- 
pared by a task group appointed by the 
water and sewerage industry and utilities 
division of BDSA, composed of the fol- 
lowing prominent operating officials and 
consulting engineers: Gerald E. Arnold, 
Philadelphia, Pennsylvania; David V. 
Auld, Washington, D. C.; F. Sherman 
Chase, Boston, Massachusetts; Louis R. 
Howson, Chicago, Illinois; Wendell R. 
LaDue, Akron, Ohio; Samuel B. Nelson, 
Los Angeles, California; N. T. Veatch, 
Kansas City, Missouri; W. Victor Weir, 
St. Louis, Missouri; Harry E. Jordan, 
New York, New York; Thomas A. Ber- 
rigan, Boston, Massachusetts (deceased). 

Copies of “Emergency and Disaster 
Planning for the Water and Sewerage Util- 
ities” may be obtained from the Office of 
Administrative Operations, U. S. Depart- 
ment of Commerce, Washington 25, D. C., 
or at Department of Commerce field of- 
fices. Price, 20 cents. 
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THE JoB OF THE WoRLD Bank. In June, the 
World Bank (International Bank for Re- 
construction and Development) declared 
it would finance a large loan to the fed- 
eration of Rhodesia and Nyasaland to har- 
ness the Zambesi river at the Kariba Gorge 
for the purpose of supplying power to the 
mining industry of the area, in which 
Americans have large private investments. 
The World Bank’s share of the contem- 
plated financing, £28,570,000 or the 
equivalent of about $80,000,000, was to be 
the largest such loan ever made by the 
bank for a single project. The mines to 
benefit from the power, properties of Rho- 
desian Selection Trust and Anglo-Ameri- 
can, were expected to contribute £20,- 
000,000, or about $56,000,000, while the 
federation government ultimately will put 
some $220,000 in the project. 

From the funds so supplied will be built 
one of the largest dams in the world. Ulti- 
mately, 1,200,000 kilowatts of power will 
go on the line. Americans as well as other 
contractors will be eligible to bid on con- 
tracts, and American investors may seek 
to acquire a share in this 25-year loan. 

In this, and other connections, a recent 
publication of the Public Affairs Commit- 
tee, a nonprofit educational institution, is 
informative. It tells the story of the bank, 
on the occasion of the tenth anniversary of 
the bank’s operations. 

Robert L. Heilbroner, author of the 
pamphlet entitled “This Growing World,” 
declares that the World Bank is “some- 
thing special. Not only does it make other 
bankers sit up and take notice . . . but it is 
sufficiently out of the ordinary to warrant 
a good look even from people to whom a 
bank is just a place to keep money.” 

“Even its international character is not 
the most unusual aspect of this bank,” Mr. 
Heilbroner points out. “What really dis- 
tinguishes it from any other bank in the 
world is its business, which is about as far 
removed from that of an ordinary bank as 
can possibly be imagined. 

“That business is the financing of a rev- 


olution—a revolution fought with tractors 
and techniques rather than with tanks and 
TNT. ... It is by all odds the most por- 
tentous, dynamic, and desperate uprising 
on the face of the earth: a literal rising up 
of the world called economic development.” 

Fifty-eight countries of the free world 
make up the membership of the World 
Bank. In its first ten years, the bank has 
made 150 loans for economic development, 
totaling $2.6 billion. Beginning with loans 
totaling $500,000,000 to assist postwar 
European reconstruction, and then turn- 
ing to its other task of assisting the eco- 
nomic development of backward countries, 
the bank has helped to finance more than 
500 basic development projects in 43 coun- 
tries. Its investments have been concen- 
trated on priority needs, one-third of its 
loans being for electric power, one-third 
for transport and communications, and 
the remaining one-third for agriculture, 
general development, and industry. 

In addition to making loans, the bank, 
which is a specialized agency of the UN, 
has provided its member countries with 
technical assistance services of all kinds. 
Its operations have increasingly been sup- 
ported by private investors because the 
bank has demonstrated that its operations 
are consistent with sound commercial prac- 
tice. Its borrowers have never defaulted on 
any payment, either of principal or of in- 
terest. 

“To an increasing extent the bank is 
looking for—and finding—private ‘part- 
ners’ who will share in the loans it makes,” 
Mr. Heilbroner adds. “In this way it has 
succeeded, for example, in bringing 
American banks into Mexican railway de- 
velopment, and British banks into Paki- 
stan natural gas development, while a re- 
cent loan to Belgium for inland waterways 
was more than half taken by private 
lenders.” 

The booklet, latest in a series of 25-cent 
popular pamphlets, is obtainable from the 
Public Affairs Committee, 22 East 38th 
street, New York, New York. 





“Att of our American culture—our churches, our schools, our art—depends 
for its economic support on business, industry, and agriculture. Advertising 


helps keep our economy healthy. 
—EAr. J. GLADE, 


First vice president, Advertising 
Association of the West. 
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FPC Halts Snake Case 


FEDERAL POWER COMMISSION hear- 

ing on the application of the Pacific 
Northwest Power Company to build two 
dams on the Snake river recessed late last 
month until September 24th. 

PNP, a combination of four private 
utilities in the Pacific Northwest, proposes 
to build the Mountain Sheep and Pleasant 
Valley dams in the Idaho-Oregon area of 
the river. 

The last witness, as the company com- 
pleted its presentation, was Marshall L. 
Blair, vice president of Washington Wa- 
ter Power Company. Appearing for the 
fourth time in the hearing, which began 
July 24th, Blair answered questions about 
design studies for proposed transmission 
lines. 

FPC staff counsel told Examiner Ed- 
ward Marsh he would be ready to present 
the commission’s case when the hearing 
resumes. He said he had asked the Army 
Engineers to supply an expert to testify 
on flood-control and navigation aspects 


— 
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of the proposed dams and compare them 
with possible alternative plans. 


Court Refuses Rehearing 


t iw U. S. circuit court of appeals for 
the fifth circuit recently refused to 
rehear the cases of thirty gas producers 
protesting Federal Power Commission 
control over independent producers and 
gatherers of natural gas moved in inter- 
state commerce. 

Last June 30th, the appeals court up- 
held the FPC’s jurisdiction in the matter, 
but the companies petitioned for rehear- 
ings. Spokesmen for the companies in- 
volved have said they will take the case 
to the U. S. Supreme Court. 

Under terms of the FPC’s rulings, the 
prices of gas at wells are frozen retroac- 
tively to June 7, 1954; gas producers are 
required to obtain certificates of conven- 
ience and necessity and are required to 
file contracts as to initial rates and declar- 
ing provisions for price increase and tax 
reimbursements. 


Arkansas 


Utility Head Resigns 


HAMILTON Mosgs, chairman of the 

® board of Arkansas Power & Light 
Company since 1952 and president from 
1941 to 1952, has resigned. The national- 
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ly known utility executive will return to 
law practice with the firm of House, 
Moses & Holmes of Little Rock, but will 
continue as a director of the company, it 
was announced recently. 

R. E. Ritchie, president, will also as- 
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sume the duties of chairman of the board. 
Mr. Moses attracted national attention 
over the years for his forceful opposition 


to government power, particularly opposi- 
tion to expansion of the Tennessee Valley 
Authority. 


Georgia 


Atom Panel Established 


FN papcagee to chart Georgia’s role 
in the atomic age was created by 
Governor Griffin last month. Griffin said 
the State Nuclear Energy Advisory Com- 
mission would make recommendations to 
the state general assembly to promote the 
use of atomic energy. He set the primary 
goal as “training Georgia’s young people 


to take their place in the coming atomic 
age.” 

The five sections of the commission will 
be agriculture, atomic power, general in- 
dustrial application, man power and edu- 
cation, medicine and public health. 

The commission members will serve 
without pay. The governor has made 
available to Georgia Tech $300,000 for 
nuclear research. 


Iowa 


Protests Proposed Co-op Power 
Line Tax 


| yore special legislative tax study com- 
mission last month heard a strong pro- 
test from William H. Wisdom, executive 
secretary of the Iowa Rural Electric Co- 
operative Association, against a proposed 
property tax on transmission lines of 
REA co-operatives. 

“We are paying our share of gross 
revenue in taxes,’ Wisdom contended. As 
examples, he listed property taxes paid on 


power plants, buildings, office equipment, 
unemployment and social security taxes, 
and other levies. He informed the study 
group there were 136,000 REA connec- 
tions in Iowa with about 65,000 miles of 
transmission lines. Utilities, he said, have 
some 60,000 farm consumers. 

Lewis Boudreaux of Cedar Rapids, 
comptroller for Penick & Ford Company, 
said there was no intention to tax the 
REA like a utility. “It would be some- 
thing under the 42 per cent valuation 
placed on utility lines,” he said. 


Mississippi 


New Phone Hike Planned 


i to raise Mississippi rates by $2,- 
000,000 a year in addition to the $2,- 
500,000 boost already in effect were an- 
nounced recently by Southern Bell Tele- 
phone & Telegraph Company. The full 
$4,500,000 increase is necessary to give 
the firm a fair return on its Mississippi 
investments, a Southern Bell spokesman 
testified. 

Southern Bell opened its case before 
the state public service commission on 
August 21st. An attorney for Southern 


Bell said the company “does not enjoy 
any immunity from inflation and in- 
creased costs. The cost of essential ma- 
terials has increased. The cost of wages 
has increased. The amount of new capital 
needed to finance expanded construction 
has increased.” 

Witnesses for the company said South- 
ern Bell was getting only a 3.9 per cent 
return on its Mississippi investments at 
the start of the year, the $2,500,000 boost 
brought the rate to 5.46 per cent, and “a 
fair rate of return... is not less than 6.75 
per cent.” 
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North Dakota 


Gas Price Controversy 
Appealed 

HE state public service commission 

will take a natural gas price contro- 
versy to the federal circuit court of ap- 
peals, it was announced recently. The 
state agency had sought an investigation 
by the Federal Power Commission of gas 
contracts involving the Tioga-Williston 
natural gas pipeline. 

Under date of August 20th, however, 
the Federal Power Commission denied the 
state commission’s application on the 
ground that gas sold from the line in four 
North Dakota communities is not in in- 
terstate commerce and therefore is not a 
matter of FPC jurisdiction. 

Charles Murphy, legal counsel for the 
state commission, said it had instructed 
him to appeal the FPC denial, on the 


premise that “discrimination and preju- 
dice” in gas prices exist to consumers in 
the communities of Epping, Wheelock, 
Springbrook, and Ray. 

The pipeline, built and operated by 
Montana-Dakota Utilities Company, with 
natural gas obtained from Amerada Pe- 
troleum Corporation and Signal Oil & 
Gas Company, connects at Williston with 
Montana-Dakota Utilities’ facilities lead- 
ing into Montana. The line came under 
the FPC’s jurisdiction as a result of the 
interstate connection of facilities, and in 
July the FPC granted Montana-Dakota a 
permanent certificate to operate the line. 
The North Dakota Public Service Com- 
mission took issue. 

Murphy said “the whole future of nat- 
ural gas price structure hinges upon the 
outcome of this case.” 


Oregon 


Commissioner Approves 
Schedule 


eogge H. HELTzEL, state public utili- 
ties commissioner, last month ap- 
proved schedules filed by Pacific Power 
& Light Company to eliminate the de- 
mand feature on single-phase residential 
services. 

Customers having energy requirements 
for space heating will no longer be re- 


quired to pay the so-called demand charge 
on single-phase service in addition to en- 
ergy charges under the utilities commis- 
sioner’s order. 

Savings to Oregon ratepayers will 
amount to $37,000 annually in the area 
served by the Pacific Company outside of 
Portland and Multnomah county. 

The demand feature was eliminated 
from the residential schedules in the Mult- 
nomah county area in 1954. 


Texas 


Company Wins Gathering 
Tax Refund Order 


E* Paso NaturAL Gas COMPANY won 
a $2,658,935 judgment last month in 
the second court ruling against the state 
over invalidations three years ago of the 
natural gas-gathering tax. 
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District Judge J. Harris Gardner held 
that the company was entitled to recover 
the amount, plus interest, although the 
firm had paid the tax without formal pro- 
test. The state served notice of appeal. 

The U. S. Supreme Court ruled in Oc- 
tober, 1953, that the Texas tax law was 
unconstitutional. 





Progress 
of 
Regulation 








Trends and Topics 


Return from State and Interstate Operations 


es of one group of customers by another group is inconsistent 
with the regulatory aim to fix fair rates. Questions have arisen as to proper 
groupings, but there is general agreement that, under state regulation, groups 
should not extend beyond state lines and that interstate and intrastate operations 
should be separated. This was mentioned in the New York Telephone Company 
Case when opponents of an intrastate rate increase suggested that a high rate of 
return from over-all operations might justify lower rates in New York (14 
PUR3d 82). The state commission said that this would be of doubtful legality, 
reaffirming the position taken in earlier proceedings, when the company had 
sought increased revenues because of a low rate of return on intrastate business 
(11 PUR3d 320). 

The rate of return on interstate business, under the regulatory jurisdiction 
of the Federal Communications Commission, was at a much higher level. The 
question arose whether the determination of the commission should not be 
based upon the combined return for both intrastate and interstate operations. 
The commission said that, apart from the questionable legality of such proce- 
dure, it was extremely doubtful, were the company’s interstate operations 
being conducted at a loss, that any public representative would favor raising 
intrastate rates, to the disadvantage of New York customers, in order to repair 
the deficiency in return on total company operations. This did not mean that 
no consideration should be given to company earnings from total operations. 
Investors in company securities would be influenced by total earnings. This, 
however, was not pertinent to the question presented as to the basis for a rate 
of return but rather, to a limited extent, to the cost of capital. 


Supreme Court Views on Over-all Return 


The United States Supreme Court approved the rule that intrastate opera- 
tions should bear the burden of costs for those operations, declaring that a state 
has no power to require railroads to haul logs at a loss, or without compensa- 
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tion that is reasonable, even if they receive adequate revenues from intrastate 
hauls and from interstate lumber hauls taken together (PUR1927D 340). A 
somewhat different rule was applied to railroad operations under the regulation 
of the Interstate Commerce Commission. The Supreme Court decided that the 
return the railroads were entitled to earn under the Federal Transportation 
Act of 1920 was to be calculated on the aggregate value of the railway prop- 
erty as a whole and not merely upon that part segregated for use in interstate 
commerce (PUR1922C 200). 


Segregation of Operations Required 


The principle that interstate and intrastate operations must be segregated, 
for rate making, has been adopted by many courts and commissions, including 
a federal court (95 PUR NS 344), the Federal Power Commission (63 PUR 
NS 89, 231), and commissions in Alabama (4 PUR3d 195), Arkansas (10 
PUR3d 407), California (75 PUR NS 379), Idaho (79 PUR NS 9), Kansas 
(93 PUR NS 161), Louisiana (8 PUR NS 1), Maine (80 PUR NS 397), 
Maryland (84 PUR NS 175), Massachusetts (85 PUR NS 200), Michigan 
(85 PUR NS 327), and Utah (21 PUR NS 318). 


No Subsidy to Interstate Business 


The California commission said that electric properties in the state should 
be regarded as an entity and not part of a corporate organization which owns 
and operates properties in other states, and electric consumers within the state 
should not be called upon to contribute to the revenue of an interstate corpora- 
tion more than a reasonable return upon the property within the state (16 PUR 
NS 194). The Kentucky commission said that although it lacks jurisdiction 
over interstate telephone toll rates it was not required to approve intrastate 
toll rates to subsidize interstate service (76 PUR NS 33). 

Consumers within the state, said the Montana commission, should not pay 
rates to yield a return or pay expenses of operations out of the state (78 PUR 
NS 33; 93 PUR NS 290). The North Carolina commission said it was op- 
posed to granting a telephone company any increase in revenue for the pur- 
pose of subsidizing losses sustained in other states in which the company op- 
erated (72 PUR NS 33). Operations of an electric company in each state, 
according to the Washington commission, must stand by themselves since con- 
sumers in one state cannot be asked to subsidize operations in another state 
(13 PUR NS 187). 

A utility company, according to the Montana commission, is entitled to a 
fair return on the property used in the state and it cannot be prevented from 
earning a fair return from electric service rendered in the state because its 
system condition is good nor can it earn more than a fair return if its system 
condition is deplorable (78 PUR NS 33). The New Jersey commission said 
that if interstate business of a telephone company is so volatile as to call for a 
relatively high rate of return, this burden should not be placed on the more 
stable intrastate business (78 PUR NS 97). A return deficiency of a company 
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operating in two states, said the commission, should not be borne solely by the 
customers in one of the states (84 PUR NS 82). 

According to the North Dakota commission, a company operating partially 
in another state must look to consumers in that state for reasonable rates for 
service furnished, when the property is considered as a whole and no attempt 
is made to fix rates outside the state (PUR1923E 534). The sole concern of 
the South Dakota commission, it was said, is to authorize intrastate telephone 
rates that will result in sufficient revenue from intrastate business to produce a 
fair return on the portion of the company’s property devoted to intrastate 
service (81 PUR NS 375; 100 PUR NS 221). 

Where a natural gas company operating both intrastate and interstate pro- 
duced more gas within West Virginia than it sold in the state but for reasons 
of over-all economy of operations supplied about 9 per cent of the state’s needs 
with gas purchased outside the state at a substantially higher cost than that of 
locally produced gas, the state commission based the intrastate rates upon the 
cost of locally produced gas only, refusing to burden local consumers with any 
part of the higher cost of foreign gas transmitted through the area (10 PUR3d 
$1). 
The Georgia commission said that telephone operations in one state served 
by an interstate telephone company should contribute a proper proportion of 
the interest on the bonds and in addition should provide some return on equity 


capital (76 PUR NS 181). 


Over-all Return Because of Exceptional Circumstances 


Closely related operations, difficulty of separation, and inconsequential re- 
sults have, in some cases, justified a departure from the general rule as to 
segregation of operations to determine a return allowance. The Arkansas com- 
mission, in one case, considered the entire operation of a telephone exchange 
servicing a city located partly in one state and partly in another as being entire- 
ly within the state where the exchange building was located, where the separa- 
tion of property, revenues, and expenses would involve considerable difficulty 
(7 PUR3d 123). 

The North Dakota commission considered the entire property of an inter- 
state utility as one unit for rate-making purposes because of the integrated 
manner of operation and the difficulty of an allocation by geographic divisions 
upon a fundamental basis (33 PUR NS 301). An allocation would not ma- 
terially change the results shown for the company as a whole. In a transit rate 
case before the District of Columbia commission, operations in Maryland and 
in the District of Columbia were not of sufficient importance to warrant segre- 
gation for the purpose of the rate proceeding (60 PUR NS 1). 

The New Hampshire supreme court decided that it was erroneous for the 
commission to fail to consider the expense of adequately supplying the needs 
of a whole water system as a unit, in denying a rate increase to a water com- 
pany which served consumers in two states after the company had built a new 
source of supply in the other state (10 PUR3d 106). The court also held, how- 
ever, that consumers located in one state are not chargeable with the cost of 
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the development of a new water supply source in another state in so far as such 
source is needed to provide fire protection in that state, although to the extent 
that such source is needed for all customers it must be considered. 





Review of Current Cases 


Commission Modification of Contract Rate between Power 
Companies Upheld 


HE Maine supreme judicial court 

overruled exceptions taken by a pow- 
er company receiving energy from anoth- 
er company after the commission had in- 
creased the contract rate. The receiver of 
energy contended that the additional an- 
nual income of $18,000 was insignificant 
when measured against the supplier’s to- 
tal income, and that failure of the supplier 
to obtain the additional revenue could not 
adversely affect the public interest. 


All Must Bear Higher Rate Burden 


The court, although agreeing that the 
amount involved was small in comparison 
with the supplier’s total gross revenue, 
found the argument unsound. The re- 
ceiver could not claim that a given rate 
within a utility system should not be in- 
creased because sufficient income was ob- 
tainable elsewhere. 

The governing principle in adjustment 
of rates is more equitable. If rates must 
increase, all should bear the burden. The 
customer whose rate was last to be con- 
sidered could not escape a general increase 
for the reason that he was last in line or 
that sufficient income had been raised 
elsewhere. 


e 


Where there is a general rate increase, 
there must of necessity be left for commis- 
sion judgment a wide area of adjustment 
of rates in various classifications within 
the business of a utility. If the commis- 
sion, with its accumulated experience and 
with the resources available to it, could 
not fairly adjust rates, to whom was the 
task to be entrusted? The court did not 
make rates. Its function was solely to 
guard against violations of the Constitu- 
tion and the law. 


Conclusiveness of Determination 


The evidence was held sufficient to sup- 
port the commission’s findings with re- 
spect to the increase. Contract rates, said 
the court, could be set aside by the com- 
mission when no longer fair. Although 
contract rates were presumed to be rea- 
sonable and just until otherwise deter- 
mined, the commission was the body which 
determined whether the proponent of in- 
creased rates had established its burden of 
proof. On review, the court would not 
reach the question of burden of proof. 
Commission findings of fact would stand 
if supported by substantial evidence. Re 
Central Maine Power Co. 122 A2d 541. 


Telephone Company Ordered to Serve Applicants in 
Territory Claimed by Co-operative 


service area 


(leaner a 
agreement between a telephone com- 
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pany and a co-operative, the North Caro- 


lina commission directed the company to 








serve applicants for service located in the 
territory claimed by the co-operative. The 
commission could find no statute stating 
that a person not desiring to become a 
member of a co-operative must do so or 
be deprived of service. Such persons could 
seek the services of a regulated public 
utility and, if refused, could ask the com- 
mission to require the utility to serve. 

The controversy could probably have 
been avoided, pointed out the commission, 
if agents of the REA had elected to confer 
with the commission before organizing 
the membership corporation. The agents 
had the technical right to make a demand 
on a telephone company for service but 
they also knew that the commission had 
jurisdiction over such a company. It was 
not a matter of administrative or juris- 
dictional jealousy, said the commission, 
but rather one of co-operative efforts of 
two state agencies to serve the people of 
the state. 


Area Agreements Not Binding 


The agents of REA knew that the com- 
pany had not been given an all-powerful 
discretion to arrange its service area ac- 
cording to its own taste. Persons residing 
in areas without service should not be 
bartered, traded, moved about, and allo- 
cated on service area maps without their 
knowledge and consent. 

The service area agreement was re- 
garded by the commission as invalid and 
of no force and effect. If a public utility 
could not circumvent the commission’s 
power in the field of rate making by pri- 
vate contracts, it could not by private 
agreement with an unregulated corpora- 
tion avoid the power of the commission to 
compel it to make reasonable extensions 
to persons not served. 

No vested rights or statutory rights to 
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serve any designated area had been con- 
ferred upon the membership corporation 
regardless of maps, surveys, orders, or 
descriptions in the co-operative’s charter. 
A membership corporation was not a pub- 
lic utility and, therefore, was not entitled 
to the protection of territorial integrity 
or freedom from competition. The co- 
operative could not offer its services to the 
public at large but could render service to 
members only. 


Co-operatives Not Protected 


Unregulated entities furnishing electric 
and telephone service outside of municipal 
limits did not acquire pre-empted service 
areas and were not protected from com- 
petition on the part of regulated public 
utilities. No one questioned the right of 
membership corporations to serve mem- 
bers, said the commission, but members 
could withdraw from membership, and 
those persons who had not completed eli- 
gibility requirements, or made the required 
payments, could refuse to go further and 
become actual members. 

The commission concluded that service 
rendered by a regulated public utility to 
nonmembers in the area in question did 
not impair the membership corporation’s 
loan. Although the commission had no 
jurisdiction over membership corpora- 
tions, the issue in this case was whether 
or not the commission had authority to 
order the telephone company to serve. 

Since the prospective customers had a 
community of interest with residents lo- 
cated in the company’s central exchange, 
and service by the co-operative would 
have involved toll calls to such area, pub- 
lic convenience and necessity required 
service by the company. Staley et al. v. 
Central Teleph. Co., Inc. Docket No. P-1, 
Sub 55, August 6, 1956. 
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Valuation for Transit Rate Making Properly Excludes 
Electric Properties of Dual Service Company 


aw a lower court decision, the 
North Carolina supreme court up- 
held a transit rate increase awarded by 
the state commission. The company which 
provided the transit service also operated 
electric properties. 

The evidence indicated, and it was con- 
ceded by the city of Greensboro, a protes- 
tant in the proceeding, that the increase 
was justified if the property valuation was 
rightly confined to transit properties. But 
the city contended that the electric plant 
should have been considered along with 
the transit properties—both businesses 
considered as a unit. On this contention 
it was urged that the commission com- 
mitted error in granting the increase in 
fares. 

The franchise under which the com- 
pany operated contained this provision: 
“This franchise is granted as an individu- 
al unit and forfeiture by the company of 
one or more powers herein contained shall 
result in the forfeiture of the whole.” 
The city based its argument on this pro- 
vision. The court ruled that the provision 
had nothing to do with the question of 


€ 


rates to be charged for the different classes 
of service rendered under the franchise. 
Its purpose was merely to prevent the com- 
pany from discontinuing one service with- 
out forfeiting the right to provide the 
other. Pointing to a statute requiring 
that bus rates be fixed upon proof of the 
value of property used “in the considera- 
tion of such rate or charge,” the court 
held that the commission would have no 
authority to include the electric proper- 
ties in a valuation for transit rate-making 
purposes. 


Service Adequacy Not Considered 


An attempt by the city to raise on ap- 
peal a question of adequacy and efficiency 
of service was pre-emptorily rejected. The 
question was not based on any exception 
or assignment of error, nor was any evi- 
dence relating to inadequacy and ineff- 
ciency offered before the commission. 
Neither was a finding of fact requested. 
The court therefore refused to consider 
the question. North Carolina ex rel. Utilt- 
tics Commission v. City of Greensboro, 
93 SE2d 151. 


Nature of Gas Producer Facilities Certificated Discussed 
By Federal Power Commission 


j= ieee Federal Power Commission, in re- 
viewing exceptions taken by an inde- 
pendent producer to the presiding examin- 
er’s findings, stated that the administrative 
backlog in regulating producers had been 
reduced sufficiently to permit a fuller and 
more detailed description of the facilities 
for which certificates should issue in con- 
formity with the provisions of the Nat- 
ural Gas Act. 
The record disclosed that there were 
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various facilities lying between the pro- 
ducing wells and the points of delivery to 
the pipeline company, including pipelines 
of varying length, separators, in some in- 
stances heaters, a compressor, and finally 
the portions of pipe which connected with 
the pipeline company’s lines. In a general 
way, said the commission, all of these fa- 
cilities were necessary to the sales, in the 
sense that the sales could not be made 
without them. 
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It did not follow, however, that all fa- 
cilities for sales were within the scope of 
§ 7(c). 

Gas acreage was likewise necessary 
to the sale, but clearly the commission 
had no control over it. A line had to be 
drawn between sales facilities which must 
be certificated and other facilities without 
which a sale could not be made but which 
were not sales facilities within the mean- 
ing of § 7(c). 

Drawing such a line required considera- 
tion of the provisions and objectives of § 
7, of appropriate means for the attainment 
of the objectives of this section, of the 
characteristics of the producing segment 
of the natural gas industry, the adminis- 
trative practicalities involved, and of such 
other circumstances as might exist in a 
given case. 

Applying the principles to the instant 
case, the commission found that certificates 
were required at least for the lengths of 
pipe from the separators to the points of 
interconnection with the lines of the pipe- 
line company and for a field compressor 
which was used to facilitate the movement 
of gas from two wells into the lines. These 
clearly appeared to be facilities which 
served the function of effecting sales of 
natural gas in interstate commerce for re- 
sale. 


Objection to FPC Regulation 


The producer’s basic objection to the 
examiner’s decision was that its sales to 
the pipeline company were sales on the 
lease at or near the well where the gas was 
produced, and that such sales were com- 
pleted before gathering or processing had 
commenced. The producer argued that a 
sale of gas on the same lease from which 
it was produced and before gathering had 
commenced was not a sale in interstate 
commerce for resale; that the Phillips 
Petroleum Case, where producing, gather- 


PROGRESS OF REGULATION 


ing, and processing had all been completed 
before the sale, was inapplicable. 

The commission thought the jurisdic- 
tional aspect of the case hinged upon the 
single question of whether the producer’s 
sales to the pipeline company were in in- 
terstate commerce for resale, within the 
meaning of § 1(b) of the act. Section 
2(7) defines interstate commerce as com- 
merce between any point ina state and any 
point outside. The record established that 
there was an uninterrupted flow across the 
state line of some or all of the gas sold and 
delivered by the producer to the pipeline 
company. Clearly, said the commission, 
the producer’s sales came within the plain 
language of the act. 


Concurring Opinion 


Commissioner Digby, in a concurring 
opinion, agreed with the order granting a 
certificate of public convenience and neces- 
sity to sell natural gas, but objected to any 
reference in the order concerning the issu- 
ance of a certificate of public convenience 
and necessity for the facilities of the in- 
dependent producer or gatherer of gas. 

Digby stated that a certificate of public 
convenience and necessity was neither re- 
quired nor properly issued for construc- 
tion and operation of facilities of a pro- 
ducer or gatherer, and that the action of 
the majority in issuing a certificate for fa- 
cilities was improper because it represent- 
ed an assertion of power denied by Con- 
gress. 

The issue to be resolved was whether 
the act required a certificate for construc- 
tion and operation of the facilities neces- 
sary to effect a sale by a producer or gath- 
erer in interstate commerce for resale. The 
issue was not whether a sale of gas in in- 
terstate commerce for resale could be made 
without facilities. It could not be doubted 
that facilities necessary to effect a sale of 
natural gas in interstate commerce were 
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facilities used in interstate commerce. Rec- 
ognition of the fact, however, he said, 
created no power in the commission to 
issue, much less to require, certificates au- 


e 


thorizing construction and operation of 
such facilities. Re Continental Oil Co. 
Docket Nos. G-6349—G-6352, July 23, 
1956. 


Automobile Rental Service Held Not Subject to 
Commission Regulation 


A COMPANY which owned and rented 
automobiles, with chauffeurs, ap- 
plied to the New York commission for a 
determination of its carrier status. The 
arrangements under which the chauffeur- 
driven limousines were used were of two 
general types: first, those for special pur- 
poses such as airline, train, and steamship 
connections, entertainment, and _ social 
functions, and second, those whose dura- 
tion ranged from a day to several years. 
The former were usually short-lived and 
confined to a city or its environs, and had 
many of the characteristics of taxicab 
service. The latter were different, either 
in respect of duration or the area in which 
the vehicle was operated, or both. 

In every case, the vehicle was operated 
under the customer’s exclusive direction 
and control. He went where, when, and 
how he wished. He selected not only the 
places where the trip would begin and end, 
the timing, and the route, but also the pe- 
riod during which the vehicle and chauf- 


e 


feur were to be at his disposal. He alone 
determined whether he should have the 
exclusive use of the car or whether he was 
to be accompanied by persons of his own 
choosing, and the charge was the same in 
either case. The chauffeur acted, in all es- 
sential respects, as if the simulated master 
and servant relationship between himself 
and the customer existed in fact. 

The only control which the company, as 
a chauffeur’s direct employer, exercised 
over his conduct was that which was neces- 
sary to protect a valuable piece of prop- 
erty and the owner’s interest. These facts, 
in the aggregate, spelled out a bona fide ~ 
rental of equipment, which neither the 
physical payment of the chauffeur’s wages 
and related costs by his direct employer, 
plus a limited control retained by applicant 
over the operator’s conduct, converted 
into transportation of passengers for hire 
subject to commission regulation. Re 
Carey Cadillac Renting Co., Inc. Case 
20165, June 26, 1956. 


Prior Construction Not Absolute Bar to Television 
Construction Permit 


deve United States court of appeals up- 
held an award of a permit by the Fed- 
eral Communications Commission to one 
of two mutually exclusive applicants pro- 
posing to construct a television station. 
The evidence was found sufficient to sus- 
tain the commission’s findings that a room 
built by the successful applicant on the 
roof of a building in which its radio sta- 
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tion was located possessed no intrinsic 
television function and was not prema- 
ture construction. The successful appli- 
cant’s membership in a radio council was 
not found to involve it in a conspiracy to 
restrict competition. 

The unsuccessful applicant claimed that 
the statute providing that no permit should 
be issued for construction of a station 
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where any part of the construction had 
been commenced prior to approval by the 
Federal Communications Commission ab- 
solutely disqualified an applicant who had 
engaged in prior construction. The court 
did not agree. 


The federal the 


commission, said 


. 4 


court, could grant a construction permit 
for a television channel to an applicant, 
prohibiting use of steel stubs which the 
applicant had already constructed for the 
base of the television tower. WJIV-TV, 
Inc. v. Federal Communications Commis- 
ston, 231 F2d 725. 


Injunction against Solicitation on Buses Upheld 


ages a lower court, a federal 
court of appeals ruled that an injunc- 
tion was properly granted to a transit 
company to prevent a sight-seeing tour op- 
erator from soliciting business on the com- 
pany’s buses. Under a profitable contract 
arrangement, the company had previously 
given a competing sight-seeing operator 
permission to solicit. 

The operator who had no license from 
the company complained of discrimina- 
tion and cited a statute prohibiting bus 
companies from granting undue prefer- 
ence or imposing unreasonable prejudice 
“in any respect whatsoever.” 
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The court held, however, that the statute 
related only to the discharge of the pub- 
lic transportation obligation and in no way 
restricted the exercise of private proprie- 
tary rights consonant with the public ob- 
ligation to serve. Absent valid prohibitions 
in local law, said the court, a common car- 
rier may use its vehicles and other prop- 
erty in any way not inconsistent with its 
transportation obligation to the public. It 
may grant for its profit exclusive privi- 
leges to transact business on its vehicles 
and may exclude third parties from en- 
joying such privileges. Re Third Avenue 
Transit Corp. et al. 233 F2d 310. 


Railroad Crossing Project Upheld Despite Personal 
Inconvenience of Few 


Ber Pennsylvania superior court up- 
held commission orders approving 
the state highway department’s proposal 
to alter and relocate certain highways 
crossing railroad tracks. The proposal had 
been made to relieve traffic congestion in 
the areas affected, and was part of the 
state’s limited-access highway program. 
The commission did not err in refusing 
to consider alternate routes, according to 
the court. Initially, it said, whether any 
part of a state highway is dangerous or 
inconvenient to the traveling public is a 
question for the highway department. In 
giving jurisdiction over crossings to the 


commission, the legislature did not intend 
“to take from the department of high- 
ways all jurisdiction in the relocation of 
state roads and commit that control to 
another agency.” 

The court observed that the question 
before the commission was not whether 
the secretary of highways, in his discre- 
tion, might have adopted a different loca- 
tion for a limited-access highway to avoid 
traffic congestion, but whether the con- 
struction of the crossing over the railroad 
tracks and the alteration of the crossing 
in accordance with the plan of the secre- 
tary of highways, approved by the 
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governor, was necessary or proper for the 
service, accommodation, convenience, or 
safety of the public. Reasonable necessity, 
and not absolute necessity, need be proved, 
the court said. 

After considering the testimony the 
commission had decided that the project 
was in the public interest. The court held 
that there could be no objection to the 
order even though it might result in per- 
sonal inconvenience to some residents. 


Adequacy of Hearing 


A municipality sought reversal of the 
order on the ground that it was not given 
adequate notice of the proceeding. The 
court rejected this argument, pointing out 
that a municipal officer had received let- 
ters advising of the proceedings and indi- 
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Supreme Court Discusses Licensee’s Right to Seek Review 


cating relevant factual issues to which the 
hearing would be addressed. Consequently, 
the court believed that the municipality 
either had actual knowledge of the scope 
of the proceeding, or was put on inquiry 
which would have developed the facts re- 
lating to the program. 

As a matter of fact, the attorney for 
the municipality, in cross-examining a 
highway engineer, indicated that he had 
actual knowledge of the program. The 
court held that information which could 
have been obtained in response to notice, 
which actually had put the municipality 
on inquiry, charged it with the equivalent 
of knowledge of all phases of the con- 
templated program. Borough of Bridge- 
water v. Pennsylvania Pub. Utility Com- 
mission, Nos. 45, 46, 49, July 5, 1956. 


Of FCC Overconcentration Rule 


FEDERAL COMMUNICATIONS CoMMIS- 

SION rule providing that licenses for 
television broadcasting stations would not 
be granted to applicants having an interest 
in more than five other stations, was at- 
tacked by a licensee whose interest in sta- 
tions had reached the limit. The Supreme 
Court held that the licensee had standing 
to seek review of the commission order 
adopting the rules since such order consti- 
tuted final agency action and the licensee 
was aggrieved thereby. The high court 
also held that the rule was reconcilable 
with the powers granted the commission by 
the Communications Act. 

A party challenging the commission’s 
regulations could obtain judicial review 
only after action to his disadvantage had 
been taken. Here, the licensee’s business 
was controlled by the regulations, the li- 
censee could not enlarge the number of 
broadcasting stations or plan present or 
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future operations without modification of 
the regulations, and the regulations, as 
adopted, endangered existing stations. 
Such a situation rendered the licensee an 
aggrieved party and enabled him to seek 
review. 


Full Hearing 


“Full hearing” required by § 309 of the 
Federal Communications Act in the case 
of a denial by the commission of an appli- 
cation for a broadcasting license was stat- 
ed by the court to be one at which every 
party had the right to present his case or 
defense by oral or documentary evidence, 
to submit rebuttal evidence, and to conduct 
such cross-examination as might be re- 
quired for a full and true disclosure of the 
facts. 

The full hearing requirement did not, 
however, withdraw from the commission 
power to make necessary rules or require 
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the commission to hold a hearing before 
denying a license to operate a station in 
ways contrary to the public interest. The 
commission was not barred from adopting 
rules declaring a present intention to limit 
the number of licenses granted a licensee in 
order to avoid excessive concentration of 
control of broadcasting facilities. 
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The commission could, without a full 
hearing, deny an application made by one 
who had reached the existing limit of sta- 
tions defined in its rule if the application 
had not set out adequate reasons why the 
rule should be waived or amended. United 
States v. Storer Broadcasting Co. 76 S Ct 
763. 


State Regulation of Special Rates on Federal Shipments 
Declared Unconstitutional 


Faeroe district court, at the instance 
of the United States, declared uncon- 
stitutional a California statute which per- 
mitted carriers to transport property for 
the United States at reduced rates “sub- 
ject to such conditions as it (the state com- 
mission) may consider just and reason- 
able.” Along with the declaratory judg- 
ment, the court granted a permanent in- 
junction against enforcement of the stat- 
ute. 


Hampering Defense Functions 


Abundant testimony was given by offi- 
cers of the armed forces to the effect that 
constitutional defense functions entrusted 
to the federal government would be ham- 
pered by individual state regulation of de- 
fense shipments. If the government were 
required to submit such movements to state 
commissions, it was pointed out, admin- 
istrative work would be greatly increased 
for the government not only in treating 
with the commissions, but in necessarily 
determining at low administrative levels 
what freight is intrastate and what is inter- 
state. The time would be wasted when time 
is of the essence. Security shipments, other- 
wise kept secret, would be open to public 
observation. 

Moreover, if the California statute were 
constitutional, the problem would be sub- 
ject to multiplication by similar legislative 


action of all the other states, not to men- 
tion the chaos that would issue from the 
wide variety of regulation that might be 
imposed by individual states. Under the 
present practice, the government deals di- 
rectly with the carriers at such rates as they 
may agree upon. 

While the California commission 
avowed that it would apply the statute in 
a manner that would not impede the de- 
fense functions of the government, the 
court observed that the problem was not 
one of administrative discretion but of 
constitutional power. Besides, however 
well-intentioned the commission may be, 
it cannot bind its successors. The court 
ruled that the statute imposed an unrea- 
sonable burden upon the United States in 
the discharge of its constitutional defense 
functions. 


Jurisdiction of Court 


In answering contentions going to the 
court’s jurisdiction, the court found that 
the government’s complaint presented an 
“actual controversy” as required by fed- 
eral law authorizing declaratory judg- 
ments. 

Nor was the United States bound 
to exhaust administrative remedies. The 
complaint was grounded not on the mag- 
nitude or application of rates but on the 
constitutionality of the statute. 


SEPTEMBER 13, 1956 
































PUBLIC UTILITIES FORTNIGHTLY 


The California commission attempted to 
invoke the Johnson Act, which prohibits 
a federal court from interfering with a 
state commission rate order under specified 


= 


circumstances. This act, it was noted, re- 
lates to commission orders and not to 
statutes. United States v. California Pub. 
Utilities Commission, 141 F Supp 168. 


Limited Liability for Errors in Classified Directory 


A LIMITED liability rule of a telephone 
company for errors and omissions in 
classified directories was again upheld by 
the California commission. A subscriber, 
who was a veterinarian, complaining of an 
error in the listing of his name, requested 
the commission to declare the company’s 
limited liability rule unreasonable. 

The subscriber did not in fact order his 
name to be listed in the new directory, to 
which his complaint was directed, but the 
company nevertheless listed it from a prior 
directory, omitting, however, to show the 
words “practice limited to house calls’’ as 


e 


previously printed. To sustain his com- 
plaint the subscriber merely showed that 
his gross income had diminished since the 
appearance of the new listing. 

Noting that the rule here under attack 
had been recently held reasonable in a more 
fully discussed decision (13 PUR3d 322), 
the commission granted a motion by the 
company to dismiss the complaint on the 
ground that no evidence had been present- 
ed to show that the rule was unjust or un- 
reasonable. Sommer v. Pacific Teleph. & 
Teleg. Co. Decision No. 53331, Case No. 
5726, July 10, 1956. 


Water Companies Merge to Effectuate Economies 


ie proposed merger of several water 
companies and the issuance of securi- 
ties by the surviving company pursuant to 
the merger plan were approved by the Con- 
necticut commission after it concluded that 
the merger would result in public benefit. 
The stockholders of the constituent cor- 
porations had already approved the merg- 
er. 

The commission considered the various 
economies that could be effected as bearing 
on the question of public interest. It found 
that there were potential sources of oper- 
ating savings such as unification of ac- 
counting, billing, engineering, equipment, 
and purchasing services. Certain immedi- 
ate benefits would result in the area of 
central purchasing, reduced inventories, 
central billing and collection, meter test- 
ing, and planning. Management talents 
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would be pooled, and the new company 
would be sufficiently large to attract skilled 
personnel. 

A further advantage was to be gained in 
the size of the resulting company. For 
example, wider markets would exist for 
new securities than existed for the securi- 
ties of the constituent companies. Capital 
stock of larger companies normally sells 
at a higher price times earning ratios be- 
cause of greater marketability, with the 
result that capital may be obtained at less 
cost. 

It was also pointed out that consulting 
services for small companies can become 
burdensome, whereas a larger company is 
better able to support and attract chemical, 
accounting, and engineering talent at less 
cost and with more efficiency. Finally, the 
commission said, employee benefits such 
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as group insurance, retirement plans, etc., 


could be developed on a sounder basis at 


F  yeoene court of appeals affirmed a 
lower court judgment dismissing an 
action by a furniture company against car- 
riers and labor unions for business losses 
sustained as a result of the failure of the 
carriers to provide pick-up and delivery 
service at the company’s premises during 
a strike by its employees. 

The company complained of a conspir- 
acy between the carriers and the unions 
representing transportation employees to 
deprive it of transportation in violation of 
the Interstate Commerce Act. Injunctive 
relief was demanded to compel the car- 
riers to furnish pick-up and delivery serv- 
ice. The shipper also alleged a secondary 
boycott by the unions in violation of the 
Labor Management Relations Act. 

Transportation to this shipper’s plant 
was gradually halted by the individual car- 
riers as the strike became violent. Provi- 
sions in the carriers’ collective bargaining 
contracts recognized employees’ right to 
refuse to cross legally established picket 
lines at other employers’ premises. Such 
picket line clauses, the court indicated, are 
legal as far as the Labor Management Act 
and the Motor Carriers Act are concerned. 

Nor is a carrier required, within the 
meaning of “reasonable request” for serv- 
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Carriers Not Liable for Failure to Serve Strike-bound Plant 


less cost. Re Connecticut Water & Gas Co. 
et al. Docket No. 9339, July 16, 1956. 


ice as set forth in the Interstate Commerce 
Act, to subject its employees to risks of 
injury or harm from striking employees 
of a shipper. Under an “impracticable 
operation” tariff provision approved by the 
Interstate Commerce Commission, the car- 
riers were excused from furnishing pick- 
up and delivery service if it became im- 
practicable to operate vehicles because of 
riots and strikes. 

The appellate court sustained the trial 
judge’s finding that the carriers were ex- 
cused under these circumstances from 
providing transportation to the company’s 
premises. Other evidence negatived the 
claim of conspiracy. As to the charge of 
secondary boycott, the shipper failed to 
carry the burden of proving union action 
to procure the denial of service. Rather, a 
pattern of individual action coextensive 
with the carriers’ employees was indicated. 

Since, at the time of the trial court’s 
judgment, the strike had ended and serv- 
ice was again available with no indication 
of further interruption, the question of 
injunctive relief to compel the furnishing 
of service had become moot and was there- 
fore properly dismissed. Mever & Pohl- 
mann Furniture Co. v. Gibbons et al. 233 
F2d 296. 


Fair Value of Land Not Determinable by Hypothetical 
Value for Particular Use 


i. only question raised on appeal by 
a water company from a rate deci- 
sion of the Pennsylvania commission (13 
PUR3d 189) concerned the determina- 
tion of the value of land which was largely 


watershed. The commission adopted 
original cost as the fair value of the land, 
fair value being the required valuation in 
Pennsylvania. The state court sustained 
the ruling. 

SEPTEMBER 13, 1956 












PUBLIC UTILITIES FORTNIGHTLY 


The company had submitted market 
value appraisals of the land which were 
much higher than original cost. These ap- 
praisals gave no consideration to the land 
as watershed, and they ignored the fact 
that parts of it were under water. Actual- 
ly, the court noted, they gave the land a 
theoretical value apparently based upon a 
possible eventual use for residential pur- 
poses. The commission was not obliged 
to accept such “hypothetical, conjectural, 
and unsatisfactory estimates” in determin- 
ing the fair value. “For the same reason 
that a utility is not entitled to have fair 
value of its property determined solely on 
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the basis of the particular use made of the 
property,” said the court, “a utility may 
not have such value determined on the 
basis of a theoretical market price which 
the land might eventually bring for an- 
other purpose such as a housing develop- 
ment.” 

It is noteworthy that a witness for pro- 
testing municipalities appraised the com- 
pany’s land at a figure below original cost. 
However, this appraisal was also rejected 
along with the higher ones offered by the 
company. Citizens Water Co. of Wash- 
ington, Pa. v. Pennsylvania Pub. Utility 
Commission et al. No. 272, July 17, 1956. 


Full Crew Statute Remedial, Not Criminal 


Am crew statute making railroads 
liable as for debt in the amount of 
$100 for each violation of the statute was 
held by a Pennsylvania court to be a reme- 
dial measure and not a criminal one. 

Informations were made before a jus- 
tice of the peace against a railroad for 
alleged violations, and the railroad sought 
a determination from a higher court as to 
the legal sufficiency of the informations. It 
was asserted that they did not charge a 
criminal offense under the statute. 

Noting that no officers of the railroad 
had been taken in custody and no bond 
had been posted, the court refused to 
quash the informations, pointing out that 
they were not the final pleading of the 
state but were merely preliminary. Even 
though the statute under which the infor- 


mations were drawn was found to be re- 
medial and not authority for criminal 
proceedings, the railroad could not obtain 
review of the sufficiency of the informa- 
tions at this stage of the proceedings. 

If an indictment, the state’s final plead- 
ing in such a case as this, were returned 
by a grand jury after a finding of prob- 
able cause by the justice of the peace, the 
railroad would then have ample oppor- 
tunity to test the sufficiency of the plead- 
ing. 

The court indicated, however, that 
such an indictment would not charge a 
criminal offense under the statute and 
would be subject to being quashed imme- 
diately. Pennsylvania v. Pennsylvania R. 
Co. (Court of Quarter Sessions, Cam- 
bria County) No. 67, July 14, 1956. 





Other Recent Rulings 


treasury, said that it does not regard divi- 
dends paid on the stock as determining or 
fixing the rate of return the company 
should be allowed to earn on its rate base. 


Dividends and Return. The California 
commission, in authorizing a telephone 
company to issue securities to finance a 
construction program and to reimburse its 
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Re Pacific Teleph. & Teleg. Co. Decision 
No. 53319, Application No. 38078, July 
5, 1956. 


Commission Jurisdiction over Legal 
Questions. The California commission, in 
passing upon a petroleum pipeline com- 
pany’s proposal to extend its lines along a 
railroad’s right of way, said that it has no 
power to pass upon what legal problems, 
if any, might arise from the company’s oc- 
cupancy of the railroad’s right of way. 
Re Southern Pacific Pipe Lines, Inc. Deci- 
sion No. 53424, Application No. 38020, 
July 16, 1956. 


Managerial Selection of Securities. The 
New York commission held that the se- 
lection of the type and amount of securi- 
ties to be issued by a public utility corpo- 
ration is a problem for management to re- 
solve initially, and its selection should not 
be rejected unless it adversely affects pub- 
lic interest. Re Spring Valley Water 
Works & Supply Co. Case 16704, July 
17, 1956. 


Existence of Through Routes. The 
United States Supreme Court held that 
findings that through routes existed could 
be made on the basis of express agree- 
ments between carriers or on the basis of 
inferences drawn from continuous prac- 
tices sufficient to show that through 
routes existed even though not provided 
for in formal contracts. Denver & R. G. 
W. R. Co. v. Union P. R. Co. et al. 76 S 
Ct 982. 


Freight Monopoly Suit. In a suit by 
truckers charging that railroads conspired 
to monopolize long-haul freight service, a 
United States district court allowed the 
railroads to amend defenses to include a 
counterclaim, grounded on alleged evi- 
dence derived from a documentary survey 


of the truckers’ files, charging an identical 
conspiracy on the part of the truckers. 
Noerr Motor Freight, Inc. et al. v. East- 
ern R. Presidents Conference et al. 19 
FRD 146, 


Two-year Statute Inapplicable. The 
United States court of claims held that 
the 2-year statute of limitations prescribed 
in the Interstate Commerce Act for actions 
for overcharges or reparations based on 
unreasonableness of published tariffs did 
not apply to a setoff, by the government, 
of a railroad’s alleged freight overcharge 
in a claim by the railroad against the gov- 
ernment for freight admittedly due on a 
subsequent, unrelated shipment. Atlantic 
Coast Line R. Co. v. United States, 140 
F Supp 569. 


Lower Court's Decision Final. The In- 
diana supreme court took a lower court’s 
decision as final where the commission, on 
appeal from a judgment setting aside the 
commission’s order and authorizing and 
directing a railroad to discontinue agency 
service at a station, had not seen fit to 
bring up the evidence presented before 
the commission and the lower court. [n- 
diana Pub. Service Commission v. Chica- 
go, I.&L.R. Co. 132 NE2d 698. 


Adequacy of Existing Service. The 
United States district court held that the 
Interstate Commerce Commission, when 
passing upon an application for authority 
to operate as a common motor carrier, 
must determine the adequacy of existing 
service by weighing the shippers’ needs 
against existing carriers’ capabilities and 
facilities, regardless of whether existing 
service is provided by railroads or other 
motor carriers. Schaffer (Schaffer Transp. 
Co.) v. United States, 139 F Supp 444. 


Witness Fees in Holding Company Re- 
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organization. The United States district 
court, in remanding an order fixing a fee 
for a witness in a holding company reor- 
ganization proceeding, held that although 
the Securities and Exchange Commission 
has jurisdiction to examine charges of ex- 
pert witnesses, whether their employment 
is based on express or implied contract, 
its action in making an award to a legal 
expert was improper because the record 
was clearly inadequate to entitle it to pass 
upon the fee. Re Standard Gas & E. Co. 
140 F Supp 468. 


Telephone Rate of Return. The Minne- 
sota commission approved a rate increase 
for a telephone company resulting in a 
prospective rate of return of 5.81 per cent 
on a fair value rate base. Re Mille Lacs 
Teleph. Co. M-3939, July 2, 1956. 


Electric Rates Decreased. Upon appli- 
cation by an electric utility for a rate in- 
crease, the Wisconsin commission, finding 
that existing rates were excessive, ordered 
a substantial reduction, leaving a rate of 
return of 6.3 per cent on a net book value 
rate base, and prescribed equitable rate 
adjustments as between the classes of cus- 
tomers. Re Village of Mt. Horeb, 2-U- 
4472, July 17, 1956. 


Emergency Water Rates. In order to 
enable a municipal water utility to issue 
revenue bonds for urgent construction, 
the Wisconsin commission authorized an 
emergency rate increase expected to pro- 
duce a rate of return of 5.1 per cent on a 
tentative rate base. Re City of Milwaukee, 
2-U-4641, July 13, 1956. 


Mixed Trains Not Discontinued. The 
North Dakota commission denied a rail- 
road’s request to discontinue the opera- 
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tion of certain mixed trains where public 
convenience and necessity required con- 
tinued operation and the railroad’s entire 
intrastate operations were earning a net 
profit. Re Northern P. R. Co. Case No. 
5326, May 16, 1956. 


Fees Based on Benefits. The Securities 
and Exchange Commission, in a reorgani- 
zation proceeding under the Holding 
Company Act, stated the rule that fees 
and expenses should be determined on the 
basis of benefit conferred on the proceed- 
ings by the services rendered, time re- 
quired to be spent, and other pertinent 
standards. Re United Corp. File Nos. 
54-89, 54-184, Release No. 13194, June 
28, 1956. 


Hay Ride Jurisdiction Waived. The 
Colorado commission held that an appli- 
cant for a certificate to operate horse- 
drawn vehicles for hay rides would not be 
required to file the usual reports, attend 
rate hearings, and do other things re- 
quired of a public utility, since no emer- 
gency or other condition existed which 
warranted commission supervision in the 
public interest. Re Smith (Academy Rid- 
ing Stable), Application No. 14155, Deci- 
sion No. 45747, May 4, 1956. 


Continued Passenger Service. The Cal- 
ifornia commission said that it was justi- 
fied in requiring the continuance of ade- 
quate railroad passenger service even in 
instances where it could be rendered only 
at an out-of-pocket loss, so long as such 
loss was not so excessive as clearly to off- 
set the public convenience served by the 
continuance of the passenger service. Ke 
Northwestern P. R. Co. Decision No. 
52991, Application No. 37294, May 1, 
1956. 
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Type “PXPL” . : ’ 
Type “FTE” Expansion Connector “~~ Type “TU” Type “SL” Type “FTU” 
le T-Connector - T-Connector Stud Connector T-Connector 


What’s your power connector problem? 


Frequently, power connections require an unusual type connector— 
or a special one designed or adapted to the exact purpose. If you 
have such a problem, there’s an easy way to solve it. 


Here’s the likely answer-— 


The answer may be in one of two directions. First, you may obtain 

the exactly right connector from Delta-Star’s complete line. Delta- 

Star offers tubing to tubing connectors, cable to cable, tubing to 

cable, tube or cable to bar, square tubing, flexible connectors, ground- 

ing and stud connectors, terminal lugs and others. 
Your second choice is to take your special problem to your Delta- 

Star representative. Delta-Star may have already engineered and 

manufactured the exact connector you need. Ask for your copy of 

Delta-Star’s complete 

You'll get what you want—in design and quality—when you make ee Cat- 

Delta-Star your power connector supplier. ee 


DELTA-STAR ELECTRIC DIVISION 
| Kp H. K. PORTER COMPANY. INC. 


2437 Fulton Street » Chicago 12, Illinois + District offices in principal cities 





PORTER COMPANY ime. 
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“Iron Clad” 
Wood Preservation 


It has been estimated that the modern wood presérving 
industry, based primarily on the creosote treatment of wood, 
has saved the nation the equivalent of 500 million acres of 
forest lands in the past fifty years. And the outlook is even 
better for the future. Improvements and refinements in the 
basic creosoting process have rendered creosote pie 
more effective than ever. / 


What part has the American Creosoting Company played’ 
in this picture? Amcreco was founded over fifty years ago. 
by C. B. Lowry who also invented the first practical comn- 
mercial method of creosote treatment. And since the /day 
it was founded, the American Creosoting Company has’ 
concerned with improving the quality of creosote treatment 
and building an organization that could offer the’/best of 
service to the public. 


Today we have 23 treatment plants and 12 sales offices/ . 
conveniently located for prompt domestic or export ship-, Lown rmocess 
ment. The next time you are in need of treated poles, cross CREOSOTED woop 4 | 
arms, conduit and other construction timbers, we would ap- J of i. | )- | 4 


preciate the opportunity to quote on your needs. ’ — 


¢- AMERICAN CREOSOTING CORPORATION 


——) 








Colonial Creosoting Company 4 Gulf States Creosoting Company 
Federal Creosoting Company eee Georgia Creosoting Company 
Indiana Creosoting Company Kettle River Company 


Georgia Forest Products Company 


GENERAL OFFICES: LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 




















Industrial Progress 


JCP&L Building Third Unit 
At Sayreville Station 


VORK has begun on a $20,000,000 
bwer addition, the third in eight 
ears, at Jersey Central Power & Light 
ompany’s Sayreville station. 

At ground-breaking ceremonies 
eddon August 20, 1956, commemorat- 
hg the occasion, Charles E. Kohlhepp, 
resident, said the new unit will be a 
luplicate of the 137,500 kilowatt ad- 
ition put into operation last year. 
The original Sayreville station went 
on the line” approximately a quarter 
Ma century ago with a generating 
apacity of 60,000 kilowatts. With the 
kw addition, the capacity of the sta- 
ion will be increased to 375,000 kilo- 
vatts. 

Mr. Kohlhepp said that to keep 
ead of the area’s growing electric 
eeds the company was going ahead 
rith new construction “at a record 
ace.” Of $63,000,000 to be spent dur- 
ng this and the next two years on new 
ervice facilities, approximately $20,- 
M0,000 has been earmarked for the 
kw power addition. 


Mutual Disaster Aid Pledged 
By Utilities 
AROLINA Power & Light Com- 
any and four neighboring power 
ompani:s have set up a voluntary 
lan to help one another restore serv- 
ce in the event of a hurricane or other 
lisaster 
Atan 
ve con 
ble con 
d line « 
em¢ 
Bourne, 
ines, 
“Should a hurricane damage more 
an One company,” Mr. Bourne said, 
the crews would converge on the most 
tical spots in order to restore serv- 
€ as rapidly as possible.” 


eting in Raleigh recently, the 
panies agreed to send avail- 
pany line crews and contract- 
rews when help is needed in 
gency, according to J. S. 
CP&L superintendent of 


Companies not affected would retain 
only the minimum crews necessary 
for normal operation. 

The inter-company plan _ supple- 
ments CP&L’s own emergency plan 
to utilize its employes to the fullest 
extent in the wake of an emergency. 


New Booklet on Home Study 
Lighting Issued by Better Light 
Better Sight Bureau 


“HOW to Make Homework Light- 
er,” a new 8-page booklet on lighting 
for home study has been published by 
Better Light Better Sight Bureau, it 
was announced by H. A. Stroud, pro- 
motion manager, Monongahela Power 
Company and chairman of the Bureau. 
The booklet is designed for use by 
electric light and power companies in 
disseminating information on the ap- 
plication of good lighting principles to 
home study, and was prepared by the 
Home Lighting Education Committee 
of the Bureau. 

The booklet is a new version of a 
popular and widely used booklet pre- 
viously published under the same title. 
“Every word and illustration in the 
booklet is new, but the story it tells is 
timeless,” it was pointed out by Walter 
G. McKie, general sales manager, 
Rochester Gas and Electric Corp., and 
chairman of the committee preparing 
the booklet. 

The booklet is designed to appeal 
both to parents and to school-age chil- 
dren. Many of the common faults in 
the selection and placement of lamps 
are pointed out, with useful, practical 
suggestions as to how the lighting may 
be improved without the necessity of 
extensive room changes. 

According to the announcement, 
“How to Make Homework Lighter” 
can be used to excellent advantage 
at demonstrations, home economics 
classes, home shows, women’s meet- 
ings and on display floors. 
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Extensive publicity for the new 
booklet has been initiated by the Bu 
reau, Mr. Stroud reported, to tie i 
with the “back-to-school”? movement 
The public will be advised to inquire 
at their local electric service company 
for this booklet. 

“How to Make Homework Light 
er,” (form B-563) may be obtained 
from Better Light Better Sight Bu- 
reau, 420 Lexington avenue, New 
York 17, New York. Price is $4.0€ 
per hundred on quantities of less tha 
1,000 and $35 per thousand on quan 
tities of 1,000 and over. 


Robert H. Laws Joins Staff 
Of Commonwealth Services 


ROBERT H. Laws has joined the 
staff of Commonwealth Services, Inc. 
business and public utility engineering} 
consultants, as a consultant in the In 
dustrial Relations Department, it was 
announced by W. B. Tippy, president 

Mr. Laws is a member of the Indus 
trial Relations Research Association, 
the American Arbitration Associatio 
and the American Economic Associa- 
tion. He has held the positions of As 
sociate Professor of Labor Relations 
at the University of Tennessee and 
Director of the Economics Progra 
for the Society for Advancement o 
Management. 


New Matthews Catalog on 
Checks and Tags 
“CHECKS & Tags by Matthews” is 
the title of a new catalog just released 


by Jas. H. Matthews & Co. 
This catalog is a combination of 


. illustrative, descriptive and technical 


data relating to metal checks, tags, 
plates, signs, badges and similar prod- 
ucts for identifying items of all kinds. 
Simple, complete instructions are in- 
cluded with each section for ease of 
requesting quotations on any quanti- 
(Continued on page 26) 
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In Pasco, Washington, too- 
Clevelands., dig the gas lines 


DISTRIBUTION SYSTEMS in Pasco 
and Kenewick, Washington, are 
being constructed for Cascade 
Natural Gas Company by A. J. 
Curtis Construction Company of 
Casper, Wyoming. Even in alleys 
and similar narrow rights of way, 
such as the 4-inch main installa- 
tion shown, Curtis, cashing in on 
the compactness and maneuvera- 
bility of his Cleveland trenchers, 
is averaging 1,650 feet of trench 
per 6-hour day. 


we 4 


Crowded cramped quarters or 
open fields, rocky soils or easy 
digging —Cleveland’s original 
compactness, maneuverability, 
exclusive wide range of power 
and speed combinations and 
recognized quality construction 
are the reasons they dig more 
trench ...in more places... at 
less cost. That’s why you'll find 
Clevelands leading the way on 
gas work in the Pacific Northwest 
—as they have everywhere for 
over 30 years. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE «¢ 


CLEVELAND 17, OHIO 
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ties or styles of the respective pr 
ucts. 

Copies of the catalog may be 
tained from Jas. H. Matthews & ¢ 
3842 Forbes street, Pittsburgh 13, 


Kuhlman Elects Vice Presidents 
Sales and Engineering 
KUHLMAN Electric Company 
named Joel H. Watkins as vice pre 
dent in charge of sales ané Art 
V. Hughes as vice president «id dj 
tor of engineering. Both app«: 
became effective August 7th. 

Mr. Watkins joined Kuhln:a 
tric in 1953 as sales manager. / 
president in charge of sales 
continue to head the sales act viti 
Kuhlman’s three regional 
Bay City, Michigan, Crystal Sprin 
Mississippi and Salinas, Cali‘ ornia 

Mr. Hughes joined Kuh!man 
1951 as director of engineering, 
vice president and director of e 
neering, he will continue to coordi 
product development and engineer 
research for Kuhlman’s three tra 
former divisions. 


Allen D. Schrodt Named Direc 
Of AGA PAR Program 


ALLEN D. Schrodt, formerly se 
coordinator, Southern Union 
Company, Dallas, Texas, has 
named director of the Promotion, 
vertising and Research (PAR) P 
gram of the American Gas Assoq 
tion, it was announced recently by 
S. Stackpole, managing director 
AGA. Mr. Schrodt succeeds Otto 
Zwanzig, who resigned as director 
PAR to become general sales manaf 
of the British Columbia Electric Co 
pany, Ltd., in Vancouver, B.C. 

The PAR program is financed 
voluntary contributions from gas uf 
ity and pipeline companies. This yé 
more than $3,000,000 has been pledg 
for promotion, advertising, resea 
and public information activities ¢ 
ried on at national and local levels f 
the benefit of member companies a 
their gas customers. 


International Harvester Issues 

Catalog on 4-Wheel Trucks 
INTERNATIONAL Ha 
Company is offering a new 
catalog which contains con) 
formation on International f« 


conventional and cab-ov' r-engl 
heavy-duty trucks with six cy 
engines. Gasoline, liquefied petr 
gas, and diesel-powered mo 
covered in the attractive piece. 
(Continued on page 25) 








In the 4th Century B.C., 
Damocles so admired roy- 
al luxury that Dionysius, 
the monarch of Syracuse, 
decided to demonstrate to 
him how precarious is the 
position of one in power. 
At a banquet he feasted 
Damocles in regal fashion. 
It was not until the dinner 
was well under way that 
Damocles noticed a naked 
sword suspended above 
his head by a single hair. 
Damocles’ Sword has 
since come to represent an 
ever-present danger. 
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There is a constant menace to cable 
directly buried in the ground, laid under 
water, or exposed to the air. The ravages 
of the elements hang as a threat like 
Damocles’ Sword over cable unable to 
resist them . . . time itself makes inroads. 
Fortunately—but not accidentally— 







POINT OF DANGER 








é 


emanate 






Kerite Cable is designed to ‘‘outlive,”’ by 
many years, the destructive conditions 
of today and tomorrow. From the Arctic 
to the Tropics, Kerite Cables have served 
under the most adverse conditions. Un- 
like Damocles’ Sword, Kerite, wherever 
it serves, engenders confidence. 


Tie value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 


3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 
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Full-color and two-color illustrative 
treatment is employed throughout the 
book. It presents design and operat- 
ing features of the four-wheel R-line 
and CO models, manufactured at the 
company’s Fort Wayne, Ind., Works, 
as straight trucks and truck tractors 
including the R-185, R-190, R-200, 
R-210, R-220, CO-180, CO-190, CO- 
200, and CO-220 series. 

A copy (form number CR-674-F) 
can be obtained by writing Consumer 
Relations Department, International 
Harvester Company, 180 N. Michigan 
avenue, Chicago 1, IIlinois. 


IBM Appointment 
INTERNATIONAL Business Ma- 


chines Corporation recently announced 
the appointment of Lee R. Jones as 
special representative in the public 
utilities department, with headquarters 
in Dallas, Texas. In his new post Mr. 
Jones will coordinate sales activities 
and planning of applications of IBM 
equipment to meet the needs of com- 
panies in the public utilities field. He 


will also conduct classes for customer . 


personnel and seminars for IBM sales 
representatives, to keep them abreast 


of machine accounting and data proc- 
essing developments. 

Mr. Jones became a member of the 
IBM company in 1950 in Dallas. He 
was named branch manager in the 
Waco sales office of the company in 
1955, his most recent post. 


Houston Lighting Orders Third 
Sam Bertron Generating Unit 


ORDERS have been just placed by 
the Houston Lighting & Power Com- 
pany for the third generating unit to 
be installed at the Sam Bertron sta- 
tion. It is scheduled to go into service 
in the spring of 1959. 

The turbine-generator, to be manu- 
factured by the General Electric Com- 
pany, is of the conductor-cooled type 
and will be the first of its kind on the 
Houston system as well as being the 
largest. It will have a name plate rat- 
ing of 200,000 kilowatts and is expect- 
ed to have a maximum capability of 
240,000 kilowatts, which is 45 per cent 
larger than the existing 165,000 kilo- 
watt units. Steam conditions at the 
turbine are 2000 psig and 1000 degrees 
F’. reheat. 


In addition to the unit just placed 
order, the Houston Lighting & Po, 
Company has three other large y 
under construction. These are thes 
ond unit at Sam Bertron ani the § 
two units at the new Smithers [4 
Site. The Sam Bertron unit is ra 
156,250 Kw and will have a capabj 
of 165,000 Kw. It is scheduled 
completion early in 1958 and isad 
licate of the first installation at 
site which went into service in Ma 
1956. 

The two units under constructio 
Smithers Lake Site are exact dug 
cates of the first two Sam Berty 
units. Each is rated 156,250 Kw, 
each will have a capability o° 165, 
Kw. The first of these two units 
expected to go into service early 
1958 and the second, early in 1959, 

Looking at the over-all power s 
ply picture, the Houston System nj 
has either in design stage or und 
construction 735,000 kilowatis of g¢ 
erating capability, all of which 
scheduled to be in service by early 
1959. This new capacity, when co 
pleted, will increase the total Syst 

(Continued on page 30) 





American Appraisals meet 
the requirements of Trust Indentures 





up—19 ga. doors). 


structure. 


@ 4%” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 
@ Telescoping Roof with weather 


More for your Money in 


_ MORYSVILLE 
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ee 
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New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48" to 120"). 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. © Concealed metal Winch Box. 
throughout for models rated 1 ton @ Curbside Access to tools and 


Sliding roof for derrick; 


equipment used most frequently. 

® Vertical Compartments for climb 
ers, lines and linemen’s tools. 

@ Large, inside ventilated, Rubber 
Goods Compartment. 

® Two piece Front Window in cre 


tight, easy sliding action. compartment. 
@ One piece Smooth Welded Draw- @ Bit and Chisel Drawer: Tough for 
ers and Compartments. Drills, Tamps, Rods, etc. 
® Vertical or Horizontal Flush Doors @ Fendix Undercoating at n° extra 
with recessed, spring loaded _ charge. 
latches at no extra charge. 
IMMEDIATE DELIVERY ¢ Distributors in Principal Cities 
{2 7) {= LE 
oy 17 4N] OO) N aL) MORYSVI , 
LAST INDEFINITELY ‘OCC y OC er7, 
B 


813 SOUTH READING AVE., 4 BOYERTOWN, BENNA 
PUBLIC UTILITIES FORTNIGHTLY—SEPTEMEER 13, | 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 
condition of all assets. 


The 
AMERICAN APPRAISAL 


Company 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 
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hel have Q-Panel Walls 


which 

y early 

hen col Builders of new power plants in all parts of the country 

il Syst@ have specified Q-Panel walls for the following very good 

0) reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 

dy using Q-Panel construction, use the coupon below and 
write for literature. 

at 
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—_ Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. »° PITTSBURGH 22, PA. 


13, | Offices in Principal Cities 





oo 


A. 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 


NAME 








: 


ADDRESS 
PUFI 


INDUSTRIAL PROGRESS—( Continued) 


capability from 1,421,000 to 2,156,000 
kilowatts, a growth of over 51 per cent 
in three years. 


Allis-Chalmers Releases Nuclear 

Power Film 
“ATOMS for Peace,” a new 16mm 
color sound film which tells why elec- 
tric power produced by atomic fission 
is receiving so much attention is being 
made available to interested groups by 
Allis-Chalmers Manufacturing Com- 
pany. 

The film is based on Allis-Chalmers 
model of the experimental boiling wa- 
ter reactor being built by the Argonne 
National Laboratory. 

C. R. Braun, manager of Allis- 
Chalmers Nuclear power department, 
points out operating details of the 
model. He also explains how fission 
occurs, how it can be controlled and 
safely used. 

Requests for prints of “Atoms for 
Peace,” which runs 18 minutes, should 
be made to the nearest Allis-Chalmers 
sales office. - 


New Pole Line Hardware Catalog 
THE Pole Hardware Division of Mal- 
leable Iron Fittings Company, Bran- 
ford, Connecticut, have issued a new 
24-page illustrated price list on their 
complete line of pole line hardware for 
power companies, telephone compa- 
nies and railroads. 

Although supplementary to the gen- 
eral catalog, it is a self-contained unit 
featuring a new simplified method of 
listing and indexing to afford greater 
ease in product selection and ordering. 

Copies of the new price list, desig- 
nated as Price List PH8-56 are avail- 
able on request. 


Live Better Electrically Launches 
October Push to Boost Fall 
Season Retail Sales 


ADVERTISING and promotional ac- 
tivities of the nation-wide “Live Bet- 
ter... Electrically” long-range mar- 
ket development program will be 
concentrated in the key month of 
October to spur fall season retail sales 
and to stimulate demand for every 
kind of electrical product in the home. 
Featuring national advertising and 
promotion, the October drive will be 
spearheaded on the local level by over 
300 electric utilities. 

In addition to the heavy program of 
consumer advertising and publicity, a 
promotional drive aimed at every seg- 
ment of the electrical industry has been 
put into action. This drive is designed 
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to stimulate intensive retail interest in 
using the “Live Better . . . Electrical- 
ly” theme as a sales builder for all 
types of products in the residential 
electrical market. 

The fall campaign combines the ac- 
tivities of more than 2,600 electric dis- 
tributors, 1,000 electric power sup- 
pliers, 75 electrical manufacturers plus 
their suppliers, 27 trade associations 
and 18,000 lending institutions. 

The full story of the October retail 
campaign is told in an eight-page ad 
insert in the September 6th issue of 
Retailing Daily and similar ads in 
every other major retailing publica- 
tion. This special section gives retail- 
ers complete information about the 
profit potential the “Live Better .. . 
Electrically” program offers, and 
spells out how national television and 
magazine advertising efforts will be 
pinpointed in October. 


National Conference on 
Industrial Hydraulics 
HYDRAULIC applications in the de- 
sign and operation of nuclear reactors 
will be discussed by three atomic en- 
ergy specialists at the 12th annual Na- 
tional Conference on Industrial Hy- 
draulics to be held in Chicago October 

18th and 19th. 

Dr. Richard F. Humphreys, assist- 
ant director of Armour Research 
Foundation of Illinois Institute of 
Technology, will speak on “Reactor 
Principles and Types.” He was in- 
strumental in initiating the research 
reactor program at the Foundation. 

Frank R. Ward, assistant director, 
atomic energy division of Babcock and 
Wilcox Co., New York, will describe 
the 250,000 kilowatt atomic power 
plant the company is designing and de- 
veloping for Consolidated Edison Co. 
of New York, Inc. 

“Reactors of the Future” will be 
discussed by Stuart McClain, program 
coordinator, Argonne National Lab- 
oratory. 

They will address the opening gen- 
eral session of the conference at the 
Hotel Sherman. 

The conference is sponsored by IIli- 
nois Tech and Armour Research 
Foundation, in cooperation with sev- 
eral engineering societies and more 
than 100 industrial organizations. 

Ten technical sessions, devoted to 
discussions of the latest developments 
in fundamental and applied phases of 
industrial hydraulics in other fields, 
will begin on the afternoon of Sep- 
tember 18 and continue through the 
following day. 


Gas Industry to Spend $1, 

Billion on Pipeline Expansic 
THE nation’s natural gas indy 
which already has spent $5,000, 
000 on pipeline expansion sj 
war, is planning to spet 
$1,250,000,000. 

The five-billion-mark \ 
with projects completed or 
up to the first of this yea: 
awaiting Federal Power C 
approval at that time totaled - 
131, and additional applic 
to May 3lst of this year « 
other $486,699,976. 

The statistics are revea': 
1956 edition of “Natural 
struction Data,” a study jus: 
by the Gas Appliance Maniufact 
Association. The GAMA study 
vides detailed information : 
dividual projects, companies ; 
munities involved in the conii 
pansion. 

It shows that projects approve 
EPC in 1955 will add 2,389,200 
cubic feet of natural gas to the d 
delivery capacity of the existing 
cilities—at a construction cost 
$668,055,681—and will bring nev 
additional natural gas benefits to 
cities of more than 50,000 popula 
through 5,706 added miles of pipel 

In addition to this authorized 
struction, the study shows, proj 
awaiting FPC approval on Januar 
1956 called for the laying of 8 
miles of additional pipeline. 

Completion of the authorized 
pending projects will bring the nat 
gas pipeline system to a total of 71, 
miles, at a cost of $5,800,000,000. 


Kuhlman Distribution Transfor 

Product Bulletin 
KUHLMAN Electric Company 
cently issued a revised bulletin on€ 
ventional distribution transformer 
167 KVA and below. 

The new bulletin includes gener 
cut-a-way views of Kuhlman tra 
former construction, thorough 
scriptions on product features, maf 
facturing proceses and quality con 
procedures. Special emphasis 's £1 
to core and coil construction with 
lustrated explanations on materi 
design, and processing methods t 
for each component. A full back p 
cut-a-way diagram summarizes | 
engineering features for quick rel 
ence. 

For copies of Kuhlman Bulle 
CS-201 write to Advertising Depa 
ment, Kuhlman Electric (ompal 
Bay City, Michigan. 
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i LEADER OF THE LOW-PRICED 3 
pe IN POWER AND PAYLOAD! 


Most V-8 power in the low-priced field! Dodge gives you up to 
172 V-8 horsepower in pick-ups, up to a brawny 220 in tandems. 
And exclusive Dodge Power-Dome V-8 engines deliver top mileage There’s a Dodge Truck for 


on regular gas! 
every hauling need 

Most payload with a Dodge! Whether you drive a pick-up or a 

tandem, Dodge extra capacity pays off with big savings in time =. Pa oe 


and travel. Tandem walking-beam bogie unit improves flotation, 5,100 Ibs. 
incre:ses ti i c 5,800 Ibs. 
creises tire mileage. 18,800 Ibs. 

) ° : . \ S. 
Hancies easier, too! Dodge has the shortest turning radius of 17,000 Ibs. 
them all. Driving in traffic, turning around in tight spots, and 2000 Ibs. 


parking take far less effort. Try it yourself. It’s the best way to 25,000 Ibs. 
get the facts that prove Dodge is your best buy. stare 


333333, || 


RARRS 


Get your Dodge dealer's deal before you decide! en a 


21,000 Ibs. 


DODGE TRUCKS nim ne 
‘ 55,000 Ibs. 


36,000 Ibs. 
WITH THE FORWARD LOOK > 


mw 
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46,000 Ibs. 65,000 Ibs. 








Twofold Benefits From The 


Analysts Journal 


7, Xts timely articles by ‘the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 




















Mf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 


320 pages 
Price $10 


MONG the values of this compilation of experiences 
fA taken from the records of actual rate cases, are the 
reviews of methods and procedures, which have been 
found helpful in — 


simplifying and speeding up rate 

case groundwork 

saving time and expense of participants 
cutting down “lag losses” 

increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Ope:ating Expenses 
Operating Expenses, Continued— 
Acnual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 


400 pages 
Price $12.50 


HIS companion volume deals with those procedural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


® examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways ot 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 


Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a com parable 


expos:tion and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET. N. W. 
WASHINGTON 4, D. C. 














PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 


CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











% Standby 
%* Augmentation 
* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 


Jord, Bacon & Davis 
“rersuig™ Engimeers sonirece" 


NEW YORK @ CHICAGO @ LOS ANGELES 











GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS e¢ CONSTRUCTORS 
NEW YORK LOS ANGELES 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


© WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS: 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economie Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 
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GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Iludson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








IIOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 











Sve huljian Gyccaion 
ENGINEERS e ronwsarreuct?To rs 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specialszing in REGULATORY 
GAS 
water’ COST ANALYSIS MPROSLEMS 
for past 35 years 


Send for brochure: ‘‘The Value of Cost Analysis to Management"' 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ees CHARLOTTE, N. C. 











(Professional Directory Continued on Next Page) 
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MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS 





Organization * Corporate Practices ¢ © Budgeting © Fi: ing * Taxes * Stock Transfer « ° E 
Analysis « Cost of Money Studies ¢ hemes Studies ¢ Engineering * System Planning ° sexgaee Engineering New Besinens = Rates ea 
Seles ond Marketing * Safety © Insurance © Pensions ¢ Employee Welfare * Public ® 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS Hi ACCOUNTING, FINANCING, RATES, 
PURCHASING r/. INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET of CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


ENGINEERS 6 & P 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilats. | oe | trials 
Studies—Reports—Design—Supervision 


Chicago 3, lil. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design « Construction e« Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 





The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
DESIGN — SUPERVISION HANDY: WHITMAN INDEX 


REPORTS — VALUATIONS guanaties ar tous 


Including Hydro-Electric Propertie: 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram$/Aeri | Survey 
Coporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and C Iting Engi s 
Electrical * Mechanical ¢ Structural 
Civil * Thermodynamic ¢ Architectural 
FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 
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EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





Thoroughly Specialized 


RIGHT-OF-WAY 
PROCUREMENT 


From Title Search 
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r : To Damage Claims 


COATES FIELD SERVICE 


O~8 . OKLAHOMA CITY. OKLA 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


GS CONSOLIDATED 
GAS ano SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis e San Francisco e Washington 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 











JACKSON & MORELAND INC. 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 
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Out where 
iependability 


counts 


YOU NEED THE NEW 
INTERNATIONAL LIGHT-DUTY 
4-WHEEL-DRIVE TRUCK 


NEW Full-Size, light-duty model S-120 (4x4) 
gives you a gross vehicle weight of 7,000 Ibs. Mounts 
pickup, Travelall,® service utility, stake or flat-bed 
bodies. Enjoy more convenience and comfort in ex- 
clusive Comfo-Vision cab. Short stroke, 131 horse- 
power engine standard equipment. 


Complete line of INTERNATIONAL 
All-Wheel-Drive trucks available: 

S-140 (4x4), 11,000 Ibs. GVW. 

S-160 (4x4) Series, 15,000-18,000 Ibs. GVW. 
SF-170 (6x6) Series, up to 26,000 Ibs. GVW. 


Whether the way leads by road or across country... 
you can depend on an INTERNATIONAL light-duty four- 
wheel-drive truck to deliver crew and equipment to the 
job site. 

This new INTERNATIONAL model S-120 (4x4) can help 
the job schedule move faster, more surely. It goes any- 
where, through sand, snow, mud... pulls through the bad 
spots ... doesn’t have to be driven the long way around. 

Exclusive INTERNATIONAL full-torque power take-off 
transfer case available, plus power take-off transmission 
for auxiliary equipment. It’s available in 6 tire sizes for 
ample clearance, extra flotation and traction. 

And like every INTERNATIONAL, it is all-truck built to 
save you the BIG money over the years . . . the operation 
and maintenance money. See your INTERNATIONAL ‘Truck 
Dealer or Branch today, learn more about truck depend- 
ability! 

INTERNATIONAL HARVESTER COMPANY e¢ CHICAGO 


All Truck Built to 


Motor Trucks * Crawler Tractors * Construction 
Equipment * McCormick" Farm Equipment 


NTERNATIONAL Jf ¢ save you the BIG money! 


TRUCKS 


and Farmall’ Tractors 
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NEW COMPUTER makes possible solution of complex turbine-generator 
unsolvable employing 
calculating methods. Here, shown in General Electric's Large Steam 


engineering problems which were 


earlier 


Use of new computer makes possible... 


New horizons in turbine-generator design 


tion to the development of larger 
turbine-generators which will offer 
even greater efficiencies to help 
electric utilities economically meet 


Installation of the first IBM 704 
computer for exclusively non-de- 
fense private industry use is speed- 
ing major advances in turbine- 
generator design and construction. 
The new computer, now in full- 
time operation at General Electric’s 
Large Steam Turbine-Generator 
Department in Schenectady, is one 
of the most advanced computers 
currently available for engineering 
and scientific calculations. 


VARIED APPLICATIONS 


The new computer permits the 
solution of complex engineering 
problems otherwise unsolvable by 
previous methods. Some of the 
problems presently being processed 
include new design calculations of 
low-pressure turbine components; 
bucket and turbine rotor vibration 


frequencies; and generator elec- 
trical and ventilation designs. In 
addition, it will soon be used to 
obtain turbine cycle heat balances 
and heat rates, thus making this 
type of data available in a much 
shorter period of time than is cur- 
rently possible. 

Extensive use of the new 704, 
with its ability to make a larger 
number of calculations in solving 
problems, is helping engineers to 
achieve optimum turbine-generator 
design more readily, thus engineers 
and designers have more time for 
creative thinking and the develop- 
ment of new designs. 


PROMISES SIGNIFICANT DESIGN 
SOLUTIONS 

This application of the 704 com- 

puter marks a significant contribu- 





Turbine-Generator Engineering Calculations Center, H. N. Cantrell, 
A. W. Rankin and Ruth E. Callaghan examine turbine bucket “program 
results computed by the new IBM 704, 


“ 


spiralling load growth. And, other 
advanced types of computation de- 
vices are at work throughout Gen- 
eral Electric, helping to spee: re- 
finements in G.E.’s full rang: of 
apparatus for the electric u ility 
industry. For further details, con- 
tact your nearest 
General Electric 
Apparatus Sales 
Representative. 
General Electric 
Company, Sche- 
nectady 5, N. Y. 
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MORE POWER TO AMERICA 


GENERAL @@ ELECT’.IC 


